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Wednesday, May 16th,196 
Montreal, Quebec. 


--- On resuming at 9.30 A.M. 
THE CHAIRMAN: I ghall now call the meeting 
to order, We nave the submission of La Federation 


de Montreal’ des Caisses Desjardins. 


SUBMISSION OF LA FEDERATION DE 
MONTREAL DES CAISSES DESJARDINS 


A PPEARANCES 
Mro P.etViaa - Inspector 


Mr. A, Lamarche 


General Manager 


MeaeP.BearBlain Counsel 


Mrs Gv ERmery Counsel 


MR, LAMARCHE (Speaking in French, the 
following being an interpretation): Mr. Chairman, 
Serv Lemme, ae eecrétary-zeneral of thé Montreal 
Federation-of the Des jardin banké allow me to Summarize 
Very  Orileriy The navure-ang role and the- purposes of 
this “economic inetitution which te called a people's 
bank -- Caigsge Populaire. 

You have in the brief which has been 
Submitted to “you by the “Montreal Federation of Des jardin 
bank#; .a°detatied accoune or the origine ang the 
Svructurée “ang” the mechnode of operation used’ by the 
ari tacrated “banke. "Tewlll, “triererore, conrine myself 
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Oncoux,banks their particular characteristics. 
The..people!s.,bank,1g,a co-operative 
institution.of .gayings.and,credis which,was set up 
under the.provisions of the Provincial,-legislation 
under the designation,.of the law.of. co-operative 
movements, in Quebec. as. is-given in Chapter 290 of the 
Quebec Statutes for the year 1941. Let us stress the 
exclugivedy: provinelal.character of,our.inetitution 
whose field action cannot be.extended beyond the 
dimits<ef,the Province: of.Quebec.,..It,,ig.a;co-operative 
movement and our ingetitution brings together people 
who wigh to work together on an economic and social 
basis. .For these. purposes. our.membersg. muet finance at 
least, partszofrdthe.wegitiered capital,.dn oxder.to obtain 
the; gerviees.and,advantages.from thie) inetitution.,..din 
any case, each member does have equal. rights which 
aerise.from-hig participation in the soclety and which 
are in no wige,determined bythe .number of..sharese.that 
the membes's may,kodd dn the.capital.of the,.enterprisce. 
Thusg,,at,,the general,agssembly.of members. each, member 
has; the+right to- vote, whaieh.he exexrcdseg in,his own 
behalf and which enables him to express his views on 
then management of.,the. society,:\. When.we,hawe.to elect 
members of. the board of administration or the 
fEupervigory council, and memberge of. the credit committee, 
or) to: determine. the; percentage. of: dividends, to, be. paid 
to the members on the registered capital, or when. we 
have: to take, any important decision affecting the 
adminietrat.on.,of our, Lnstitutilon,- ing euch, cacee.each 


member,who has) a,eingle, ehare,will have; as; much 
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influence as other members who may have the major 
ehare in.the .regietered capital. 

The .capital .accumulated@,either.in.the -form 
of .registered.capital,.or .inatbe ,form;-+o£ .cavings 
accounts .held.by,.the .members enables.our,ingetitution 
to.offer its members .credlt facilities .and at.the game 
time to .provide them with income in the form of dividends 
and .interests as well.as refunds and loans. 

We should bear in,mind that. this institution 
does not..make .any .profLit -and hag .no «Lucrative,.object, 

All surpluses must be distributed amongst the members 
after the bank has set up a reserve fund in accordance 
with the obligations imposed upon it by law. 

As to.the value of the shares in the 
registered capital, there can be no fluctuations here 
because. it is; determined by a.fixed amount; -namely, 
$5 per share, 

TBhe, «role -off our ainet,itution: 1-Our vine titution 
was founded in order to meet the needs of all those who 
d0,-not.nave access to the great financial and economic 
institutions. It enables these people to form a group 
and establish a common capital which will give them 
advantages and profits which they cannot obtain otherwise 
Through its structure and because of its limited 
territorial, .jurigdiction,,.this,..inetitution -is..better 
able. to appreciate the concrete situation,in which 
if is, called, upon -to,.play 4, uole. Lt; 2fudies .ach 
particular case in the light of the particular conditions 
prevalling.rather .than ,on .the,,.basis..of. overly nigid 


standards. Unlike other financial institutions which 
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ave- interested-+ primarily in.commerce,.and.industry,, 
our; inetitutdon carrdes.on,.iitg activities,.on.the pergona 
basis and on.the parish bagsig...When a request. is 
yeced.ved,forxv.a,,loan thescredit, committee. therefore, 
gives determining importance to the moral value of 
the person asking for the loan. Sometimes, danger 
is. stregged.to a, person who.agsks for. such a loan 
in. apply ing. for.,a,loan, that,.does,. not, serve. useful 
purposes, On, the. other, hand... our, onganization. enables 
each member to increase his own monies without running 
any risk and in accordance with the methods which are 
best adapted to his own personal situation. 

The: purpose: ,The popular banke in Quebec 
aim fyirat.at. insuring..fon their members a, certain degree 
of; economic, gtability by. plac ing, at, their, disposal 
a savings and. .credit service which cannot, be found 
ii any other, fLinanc.ial,institution...« The co-operative 
syetem,of savings, and. credit ss is, involved in.the 
popular banks -ig necessary and profitable to our entire 
POC TEU y. 

Rhe. federation: .khe Montreal Bederat lon 
of Des jarding banks which has 22 affiliated associations 
today originates from a central body which is able 
‘to bring its members guidance and co-ordination which 
are necessary for the development of the co-operative 
movement. .In_respecting and observing the independence 
of the banks our federation has the right and the 
power to exercise effective control over them by means 
of an inspection service which enables it to observe 


and detect any errors or any irregularities committed 
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by. the administrators of. the banks and take in each 
individual case those measures which are judged 
indispensible. in order, to.,insure,for.the,members full 
and,entire security.. Generally speaking, we might 
say that our federation acts amongst the banks as a 
controller and technical advisor for the purpose of 
spreading more precise ideas on banking which would be 
best designed to perfect administrative methods and 
seeks to spread its movement by healthy propaganda. 
We offer our affiliated banks compensation services 
payment 
and /orders. These can be obtained by the members of each 
ef athe ge. banker 
you, 

I wish to thank/ Mr. Chairman and gentlemen, 
for civing.me,.your, carefui,attention.in.listening to 
this eummaxy,waieh, of course. dex necescariay,incompiete. 
I. hope. you, have.found.in our brief.information,and 
details ywhich.will.enable.you to, performesthe, analysis 
and-etudy,.thats you,ere, pretentiy.conduct ing. 


THE CHAIRMAN: Thank you, 


(The following questions and answers 
are an interpretation from the French) 


COMMISSIONER LEMAN: Mr. Lamarche, I think 
Lean state on behalf of my colleagues that we have Tound 
your. brief very Interesting. “It le quite, fuii or 
important and tae rite intormation for we. Nonetheless, 
we have a few questions that do arise in our mindé. 

FLYSt,.” in Oraer to clarity tne position of your 


federation in the Province of Quebec, there ig a certain 
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point which is rather dubious for me, namely, the 
structure: of your federation is based on a separation 
from the greater federation of the province, and I 
understand that there are 22 banks which are members 
ofowouriifederation and which are all located within 
Montreal, There were only 8 at the time of the 
separation, as I understand it. Now, wag it then 
decided that your federation would inelude only those 
banks included in the diocese of Montreal, or were 
there other. provisions involved? 

MR, LAMARCHE: The statute of the Montreal 
Federation jor, Desvamiine Banks) @tate a thescterritorial 
limit in which the Montreal federation may operate. 
Iifsvyow allow mey née imi will)etate these dimits., 

Actuaklyir clts.te. the eccles lias tical province 
of Montreal, sir, here. All our banks were members 
of the Montreal diocese until the time of the division 
of the Montreal diocese which set up the St. Jerome 
diocese. In other words, they were all members of the 
religious diocese of Montreal and their activities 
do not go beyond this limit. 

COMMISSIONER LEMAN: Well, what is the gize 
Ofer tiehe: territory. that ia really the diocese of 
Montreal? Does this correspond to Metropolitan 
Montreal? 

MR. LAMARCHE: Well, it is a little bigger 
than Metropolitan Montreal, 

COMMISSIONER LEMAN: Well, when you mention 
the statutes of your federation, is thig a document 


that you have in mind? 
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MR. LAMARCHE: Well, we can submit the law 


of Quebec groupings as regards the Quebec federation, 
The statutes -- I think we have already submitted 
these documents to you, and it should be available to 
you; sir, 

COMMISSIONER LEMAN: Well, Mr. Lamarche, 
there are a few other details I should like to know, 
and also the other members of the Commission would also 
like to know something about them, Does a member of 
your bank -- can he be an individual, or can a company 
or firm become a member of your bank? 

MR, LAMARCHE: The law of co-operative 
movements states what type of individuals or groups 
ean’ deal‘with sour ‘banks, “Those persons -can'‘be*members 
of our banke who are municipalities or corporations or 
HerteulPural-sochePies, ‘Pishing soe let tes; and'ateo 
civil and commercial corporations in general can become 
mémberg?s" Pt te Article VIE “ofthe “Law -of -co-operat ive 
movements which gives this power of membership, 

COMMISSIONER LEMAN: Can you lend to your own 
members ‘or “ean “vou fend to. anybody? 

MR. LAMARCHE: We can lend only to our own 
members, 

COMMISSIONER LEMAN: Do you grant loans to 
businessmen or business groups? 

MR... LAMARCHE: . Well,.age we gee it, the. purpose 
of this brief and the purpose of this Commission, ag 
we. fee it... le to ascertain. the. truce: facets mith, reepect 
to most or all of the operations that are conducted. 


Now, if we observe the terms of this definition we can 


be 
i‘: ' 


i Ee : ; 


wel odt timdue nso ow .I[Lew sccshiellins ai 
,aolisrebet csdeuP edd abrsgor 3s agaiquors cedeu9 to 
petiimdue yoserls eved ew xatdy I +- eetutsta sdT 

ot efdstisve od plvoda tl bas .voy of atmemyooh saedt 
.Tfs Oe 

~edorsmsl .iM .ffeW :WAMGI ABUOT 22IMMOD | 
wonnd of} sxffl plwods IT altsieb yodto wet s srs siredt 
on Fete uadl hive BienanNae taunt eyedmuem redto edt o8fs brs 
59 yoedmen s 260d imodt tuods saidiemos word ot} ONT. 
yaBqmoo 6 nSo to ,.fsubivient ms ed ed aso -- asd Woy 
Sained suoy to tedmem Ss esmoosd mitt 10 

evitsredo-oo to wef edT :AHOHAMAL .AM 

aquotg to alsubivibal to sqys tsdw setsi3 sigemevom 
syodmem sd MSO amos1sq esg0dT .annsd ro difiw [seb nso 
yo anottsrogios to seititsqrotnaum sis odw axasd two to 
coals pas .settetooe gnidsit ,.asiteloos Cfsrutivol igs 
omooed ago Lsrereg al snotisroqroo Istoremmoo pas fIvio 
ovitexsge-oo to wel edt ‘to Liv sLoetiwA ob JL ~ favedmsm 
.qgiderodmem to tswog bind sevis dot cw ai nemevom. 

nwo twoy ot bret yoy 180 SUAMEI AAMOL GaIMMOD 
§ybodyas ot baef yoy aso TO 7 od i OM 

nwo tuo ot vino bool nso oW ; SHOHAMAL. . AM 

| . ered m Si 

ot sasol tnsys voy od :WAMaL AMMOL aeLMMOO 
Faquons asentaud to moms sent aud 

980g TG eit ,3f see ow as .IIow ; HHOHAMAL . 7M 
28 ,folaatmmod sidt to ss0qtuq edt pas tefid efds to 

4 jooqaor dtiw gtost urd odd mistrsoas of af .d1 9928 ew 
a .bestoubsoo srs jst enotisirego sit to ffs to teom ot 


we nm 
| 980 ow sottiatltep atdt to emrst st evreado ow if .wou — 


¥ a 


Nethercut & Young - 1 796 - 


Ferente, Ontario 


state that our banks do not give loans to business 
groups; they do not give loans to businessmen, as such, 

COMMISSIONER LEMAN: Does your reply simply 
concern your own federation or does it concern all 
popular bank groupings? 

MR. LAMARCHE: On behalf of our own group, 
this reply concerns only our own group and our 
affiliated banks. 

COMMISSIONER LEMAN: Why? Is there a reason 
why,-you do, .not),.grant, doans.,to ibus,inese--mroupe?.. ls it 
aanatterm.of principle., or. what).tis ,the,.reason? 

MR. LAMARCHE: Well, this ig, due to the fact 
that we give loans neither to business or commercial 
organizations; ;this..1le, because. of,.our, organization. 
The..popular, banks,.were founded and they..exist .in 
ondey to G11) 3 gap.sin the economic syatem,to helo 
the less fortunate elements of our population -- to 
help them on 2 family and, eoclal basta, to give 
individuals assistance rather than to ceive assistance 
to merchante, We also believe that, there are other 
INeLituLions that can meet the neede of induet ry ang 
commerce and finance circles. Therefore.,, we do not 
wish to. encroach on the operations of other institutions 


which generally furnish satisfactory gervice. 


: 7 0 A " 4 P a no e 
| . imoe 


easateud of ansol evig ton ob aiasd iwo tei otsta 


fous 88 ,momaagentaud ot ansol ovig tom ob yont ~squorg 

ylqmis yiget mwoy 890d MAMMAL AAMOLSaLMMOO 
{fs anosonoo ti B90b to mofisiebeT nwo Ywoy misono0s 
Seantquorgs Nasd isluqog 

.quotg awo wo to ifeded 0 :SHOAAMAL .AM 
UO bas quots mwo.uvo yino sanrsonoo yiger sidt 
| ,antned potsetittis 

sogser s sxedt al SydW :WAMSI ASMOTGcIMMOO 
ji BI. Gaquorg saenteud of ansol Jnasig Jon ob HOY yniw 
fcoaser odt eftscdw 10 .slqtoning to tetism,s 

tost odd ot eub af aidt ,ffeW :GHOAAMAI . AM 
[storvemmoo 10 2e9ntaud ot 1edifen ansol evig sw tend 
molissinsgio ioe To eausoed al etdt  ranolissianssto 
at taixo yoods pms bebmuot stow sdosd rsiudoed aft 
qfiod ot metay2 ofmomoose sdi al qsa s £LE? OF), P9hto. 


ot -- notisivugog iw0 to ataomels stsaytixyet: gael edd 


ovig ot .aiasd Isfoos pns yitmst s mo medt qisd. 


eonsieiseas svis ot asdi vedisy sonstalaas alsubivibal 
yeito sxe eredd tsdt oevetisd ogfs oW ..ainsdorem ot 

pas yiteubat to abpsen odd teem aso Jsdd gnotiutisanl 

ton ob ew .svoteredT .aefoufo somenit bas sotsmmoo 
enottutiteat tedto to anoltisyeqo edt mo dosoronms oF dalw 


,sotvies yiotosiaitsa datawit ylisioneg clot dw 


Nethercut & Young Lt97 


Terente, Ontario 
Our purpose is simply to assist individuals who do 
not have the same facilities to obtain loans under 
the existing capitalist system. 

COMMISSIONER LEMAN: I note particularly 
in your brief at page 5 under the heading "Credit 
Commission" reference to the fact that the 
essential purpose of your movement is to provide 
your members with credits which they cannot obtain 
elsewhere. Is this a general remark that you 
are making, or do you actually ascertain in each 
individual case that the credit requested by each 
member is not accessible to that member through 
the other means? 

MR. LAMARCHE: Tests have been made on 
several occasions. lé can say, generally speaking, 
that credit requests made by members to the people's 
banksypwoulds be difficult. tos obtain under) reasonable 
terms. We have in mind, for example, mortgage - 
loans which in certain places do not constitute 
a very great problem. However, for our own group 
of: people's banks, there are certain places where 
the central mortgage societies bither directly or 
through the intermediary of an insurance company 
would not grant such mortgages because the drainage 
and. sewage services have not been installed. You 
can find this on Ile Jesus and at many other places. 

In respect to personal loans, we might 
say that everyone coulda obtain a loan elsewhere 
than at one of our banks, but they could obtain 


these loans only from a finance company at exhorbitant 
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rates of interest, and you are aware of these 
exhorbitant rates. 

COMMISSIONER BROWN: What rates do they 
charge? 

COMMISSIONER LEMAN: Mr. Brown asks 
me to ask you what rate of interest you charge 
for personal loans. 

MR. LAMARCHE: The average rate is about 
64 per cent. 

COMMISSIONER LEMAN: What is the rate that 
you charge on mortgages? 

MR, (LAMARCHE:» The rates of interest on 
mortgages are about the same. There is n © great 
variation between 64 per cent up to 7 per cent. 
However, I think it is necessary to stress here 
that in respect to these interest rates, both on 

they 

personal loans and mortgages,/are covered by life 
insurance which amounts to approximately three- 
quarters of one per cent. This is included in 
the 64 to 7 per cent, so this would actually reduce 
the rate of interest on the loans to something below 
+ or 7 per cent. 

COMMISSIONER BROWN: Thank you, 

COMMISSIONER LEMAN: Now I should like to 
refer to another subject, Mr. Lamarche. 

I understand part of the philosophy of 
the movement embodies the idea of cooperation. 
Nevertheless, in your Federation there are certain 
units that are very large and important, the 


largest having a certain number of members. What is 
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that number? 

MR. LAMARCHE: The largest-have from 
38,000 to 14,000 members. 

COMMISSIONER LEMAN: When you have between 
8,000 and 14,000 members you cannot have very close 
personal knowledge of the members, is that not a 
fact? 

MR. LAMARCHE: I think we should, never- 
theless, take into account the fact that in spite 
of this large membership, 14,000 members, @u.¥ 
bank does not reach that level from one day to 
the next. Thatuis my first point, 

Secondly, the banks are organized ona 
parish basis. Now, those who know how our French 
Canadian parishes operate will know that there 
are several bodies of a religious or semi-religious 
character where people meet very often and where 
people can get to know each other. 

Thirdly, in our banks we do not have what 
you have in the ordinary banking system were 
an employee is moved from one branch to another; 
one branch may be at the other end of the country. 
Generally with us the supervising personnel of 
a bank are there on the spot and on the job almost 
for life. I think that without claiming that there 
is absolute intimate knowledge of each member in 
the bank, we do have much closer knowledge than that 
which exists in other capitalist type institutions. 

COMMISSIONER LEMAN: From what you have 


said, Mr. Lamarche, can you now describe what happens 
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at the annual meetings of the lank? I think there 
are elections of officers of the bank and others 
who have to direct the bank. You have explained 
that in general these people remain at their jobs 
for a long time. I understand they also have 
other stable employment, but what do they do at 
the annual assembly? Are there competitive 
elections or is everything carried out very quietly? 
What actually happens? 

MR. LAMARCHE: The elections at the bank 
are not like provincial, federal or even municipal 
elections, but much calmer. It may happen from 
time to time that there are differences of opinion. 

The cooperative movement is a large family 
and there are really no difficulties involved in 
that regard. AS a general rule the elections take 
place in an atmosphere of calm and tranquility. 

Of course, there are replacements when a director 
or officer of a bank reaches a certain age. There 
is a question of replacing him with a younger man, 
but we have no difficulty, and that takes place quite 
naturally. 

COMMISSIONER LEMAN: Do you feel that 
members have a very active interest in the conduct 
and the business of the bank? Is there, for instance, 
discussions and criticism as to how the bank is 
directed? 

MR. LAMARCHE: Yes, there are discussions 
at all of our general assemblies. The governing 


body or board must present financial reports 
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for the past financial year giving a certain amount 
of detail and the state of the income and expenditures. 
The loans committee also presents a report on the 
number of loans that have been granted and on the 
different classes of loans. For instance, there 

is a report regarding loans from zero to $500 

and from $500 to $1,000, and so on. This is done 
in respect to personal loans and mortgages. The 
supervising council also submits a report, and each 
of these three reports is presented for study and 
discussion. At some stages discussion is more 
active, and less active at other stages. There 1s 
of course some discussion in regard to these reports. 

In addition to this, the members have 
the right to submit their own suggestions and to 
present their own ideas with regard to the general 
management of the bank. 

COMMISSIONER LEMAN: Now, we must go on 
from the bank as a unit to the part played by the 
Federation in the system. 

COMMISSIONER BROWN: Before we go on to 
the Federation as such, I should like to ask one 
or two questions. 

Of the membership which can vary between 
8,000 and 14,000 in the larger cases, what proportion 
would have deposits in excess of borrowings, and 
what proportion would have borrowings in excess of 
deposits? To continue with the same question, at 
your annual meetings are there ever instances where 


the borrowers try to outvote the depositors? 
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Terente, Ontaric 

MR..LAMARCHE: If I understood your 
question properly -- I missed a portion of the 
translation -- I should say that in 1961, December 31, 
we had 65,900 members in our banks and 8,300 
borrowers, so you see the great majority of the 
Shareholders are not borrowers. 

At the general meeting this problem does 
not arise as far as,we know because the interests 
of the different sections are more or less smoothed 
out. Everyone finds his own particular advantage. 
Some wish to have a rate of interest as high as 
possible, or the largest dividend possible on his 
share in the capital, while the borrower on the 
other hand wants to have the cheapest borrowing 
conditions possible and returns on the loans, so 
we find that these things cancel out each. other 
and.a balance is achieved between the two factors 
that may apparently seem to impose one upon the- 
other, In practice we have never observed that 
the borrowers direct the administration of the 
bank. for their own advantage or that others can 
do so, We find that a balance is always maintained. 

Does that sufficiently answer your 
question? 

COMMISSIONER BROWN: Yes, thank you very 
much. I actually wanted to know the proportion 
between the depositors and borrowers and apparently 
it_is about. eight... one. Thank you. 

COMMISSIONER GIBSON: Mr. Lamarche, I 


would like to ask you just a few additional questions 
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Terente, Ontaric 
about the management and the role of the depositors 
and shareholders. You have annual meetings. How 
frequently do you have board meetings during the 
year? How frequently do you have supervisory 
meetings of your membership? 

MR. LAMARCHE: The meetings of the boards 
of our banks must be held at least once per month 
and, if neccesary, there should be meetings more 
frequent than once a month. They are held 
according to requirements. 

COMMISSIONER GIBSON: At these meetings, 
do the board members discuss the individual credits 
right down to the small ones, and mortgage loans 
or do they simply have a general look at what is 
going on? 

MR. LAMARCHE: The board members do not 
deal with the loans. We have a loan committee 
dealing with the loans and that committee has 
complete control of these loans. This loan 
committee is not subject to the supervision of 
the board but is subject to the control of the 
general assembly. T would like to make this 
correction. I do not want to give the impression 
that there is the same frequency of meetings of 
this board as of the other board. The loans 
board or loans committee has a meeting every week 
at most of the banks because of the applications 
for loans that have come in during the week. 


COMMISSIONER GIBSON: I understand the 
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Terente, Ontaric 
members of the loans committee are all shareholders 
and voluntary workers rather than paid workers, is 
that.correct? 

MR. LAMARCHE: The loan committee members, 
like those members of all the boards, receive no 
Salaries, nor do they receive any special allowances 
ofmany:kind. This.is.strictily,on.t-le,basis of 
voluntary work. 

COMMISSIONER GIBSON: Do those members 
pass on loans or do the staff members have the right 
to pass on loans at their own discretion? sly 
refer, of course, to loans and mortgages. 

MR. LAMARCHE: The. loan committee deals 
with all loans, The manager of the bank has. no 
right to grant a loan... He has not the authority 
GO, dd: 30) The loans committee has the respon- 
sibility for this. | 

COMMISSIONER LEMAN: Now, Mr. Lamarche, 
we shall go on to a discussion of the Federation 
itself and the part it plays in the group. 

The Federation serves to supervise the 
whole of the graup to some extent, one might my? 

MR. LAMARCHE: Perhaps quite a lot. 

COMMISSIONER LEMAN: So the association 
is on a strictly voluntary basis. The Federation 
as such has no actual authority in respect to the 
aifferent units? 

MR. LAMARCHE: The Federation by virtue 
of that law is a cooperative movement or union, 


and by virtue of its own constitution has 
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Terento, Ontaric 
authority. The banks are free to affiliate, or 
not to affiliate, with the Montreal Federation of 
Desjardins. If they join the Federation in 
Montreal of the Desjardins banks they have to accept 
the rules that are kept up for all the participating 
banks. On the other hand, the law compels the 
banks to be inspected at least once per year by 
the organized Federation. The Federation has 
certain powers which while fully respecting the 
independence and economy of the banks, to see that 
the public money is protected. That is the first 
part of the rules applied by the Federation. The 
central organization supervises and makes sure that 
the money deposited is managed according to the 


law and the rules and established customs. 
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Terento, Ontario 

COMMISSIONER LEMAN: What would be the 
main sanctions that could be imposed by the 
Federation if they found a bank that had practices 
that it could not approve of? Would it have to 
be disaffiliated or what would happen? 

MR. LAMARCHE: The expulsion of a bank 
is an extreme measure, We may say that we expel 
a bank because we have not been able to solve a. 
problem about them. In 99.9 per cent of the 
cases the problems are solved before we get to 
that point. 

COMMISSIONER LEMAN: There is one thing 
rather remarkable in Quebec, Mr. Lamarche. It 
is that the law seems to say nothing on the details 
of operation of banks. Do you think it would bk 
advantageous for the law in Quebec with regard 
to all this question of cooperative loan institutions, 
that it should be developed more than it is at 
the present time? 

MR. LAMARCHE: With all respect that is 
due to this Royal Commission we do not wish to 
discuss the legal aspect, nor ay recommendations 
that we might wish to make to the authorities 
concerned. 

COMMISSIONER LEMAN: Your answer surprises 
mesa) =Li vote. I do not want a detailed report, 
but I want to see in such legislation whether in 
your opinion something should be done in that 
direction. Would you be in favour of a greater 


development of the law than we have at present? 
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Terente, Ontaric 
It. is a general question I am asking you. 

MR. LAMARCHE: We might say in a general 
way that all laws benefit from being improved and 
I think that everything that is under human 
administration is imperfect to a larger or smaller 
extent. The laws, as everything else here below, 
necessarily could be improved. 

COMMISSIONER LEMAN: You said a few moments 
ago that most of the problems that can arise during 
the inspection to see how the banks are administrated, 
in 99.9 per cent everything is arranged by 
discussion, but in practice do you find certain 
tendencies on the part of the banks which the 
Federation would not generally aprove of? 

MR. LAMARCHE: I think we might state 
that in general the trends that are evident in the 
different banks are normal ones. They are acceptable 
and there is no need to face this problem from our 
point of view. 

COMMISSIONER LEMAN: Nevertheless, there 
may be cases where the Federation wants to in one 
way or another reprimand a bank. How has that been 
done in the past? 

MR. LAMARCHE: We have a case at present 
which is before the courts and it is impossible for 
us to discuss here a case which is before the court 
at the present time. That is the only case we have 
had after 16 years since the foundation of the 
Montreal Federation and it is impossible for us to 


give information on this question while it is sub 
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Terento, Ontaric 


Judice. 

COMMISSIONER LEMAN: Could you not tell 
me in general what kind of problems arise in such 
cases? | 

MR. LAMARCHE : This is a question which is 
part of the public document that is before the court. 
and we can mention the facts that have been mentioned 
and have come from a group of administrators who 
were deceived by the manager and they believed that 
they were obliged to support their manager in spite 
of certain facts, serious facts that had been brought 
to their knowledge with regard to certain deposit 
accounts and loan accounts im the bank. 

COMMISSIONER BROWN: To deal with this 
im a more, general way and to still get an opinion, 
section 21 of the act says that the board of super- 
visors of every, cooperative syndicate for credit, 
provident or other economic purposes shall at least 
once ayear cause all the operations of the unit 
to be audited by an inspector of the Federation under 
Section, 49% et. Cetera. I gather that while they 
have to be audited by one of your inspectors you 
have not really got very much power to impose sanctions 
Other than expelling them from your Federation. Would 
you. be in favour of having more power in this statute 
sonthat’ yourcouldin: factsensure’ that they 
operated in accordance with the legal requirements? 

MR; .LAMARCHE: First of all we have’an 


inspection service which has the powers of any auditor. 


It has access to all the documentation and if serious 
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Terente, Ontaric 

errors are found in the management of the funds 
there are avenues of action which are accessible. 
They can exert the powers of the supervisory body 
of the bank and the powers of the supervisory board 
are permanent in the bank itself and, as I was saying 
as for the other committees they are subject to the 
control of the general meeting and the supervisory 
board has the power to suspend from their employment 
any employee of the bank and even the members of 
the loans committee. If on inspection serious 
matters are disclosed then the supervisory body 
can exercise these powers. Tf’, im spite of that, 
we do not succeed in solving the problem and it 
is desirable to expel a bank, then the law 
forbids that organization from bearing the name 
of Caisse Populaire because only these affiliated 
Caisses Populaires, these banks affiliated to the 
Federation can bear the names Caisse Populaire 
or Caisse Desjardins or Caisse Desjardins Populaire. 
They would have to take on another name in order 
to continue operation. 

COMMISSIONER BROWN: Have you the power 
to call a general meeting of all the Mennode in such 
a case, in case the supervisory body does not carry 
out what you considered to be the appropriate action? 

MR. LAMARCHE: Sir, you are a@king a 
hypothetical question there, because in practice 
we have only had one case, the one that I mentioned 


a few moments ago, and we were able to convene 
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a general meeting of the shareholders in that case. 
But in practice to my knowledge we have never 
had any need to go so far. 

COMMISSIONER BROWN: Thank you. 

COMMISSIONER LEMAN: Mr. Lamarche, I 
would like to pass on to another subject. a 
think we have completed our study on the points 
that we have mentioned up to now. Now, I would 
like to have an idea of your general policy with 
regard to the liquidity of the banks and of the 
Federation itself and the solvency of these banks. 
You have given us a good idea of the general 
financial situation but with regard to the policy 
recommended by the Federation to the banks, could 
you give us your general view of the percentages 
Which should be kept in the different banks as 
liquid assets? 

MR. LAMARCHE: According to our own 
regulations we request the banks to maintain aout 
8 per cent of their assets in deposits to the 
Federation. This means that the banks have to 
have.a percentage of liquid assets that is higher than 
for the needs of operating the counter and we 
can say that the bank maintains 5 per cent liquid 
assets and 5 per cent goes to the Federation plus 
another 5 per cent not based on assets so that you 
will see that with regard to these percentages 
this is found on pages 15 and 16 of our report 
where we give details of the operation. 


This points out that the Federation has 
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two funds, one term fund and one fund which is on 
Sight, and the fund receives from each affillated 
bank the equivalent of 3 per cent of the savings 
based on ‘the first of November previously. 

With regard to the funds on sight which 
refers to the compensation, that is, the bank 
cheques and cash order payments, this is a system 
accepted by all banks that 5 per cent is the figure 
that has been fixed -- 5 per cent on the assets. 

COMMISSIONER LEMAN: Now, what is the 
policy of the Federation itself? 

MR. LAMARCHE: We have very carefully 
kept abreast of the discussions that were conducted 
before this Commission at’ the time the credit 
unions appeared. We realize that the standards 
for liquid assets differ from those in the banking 
system. This is due to the fact that since there 
are deposit savings accounts and registered capital 
deposits which are not subject to such rapid with- 
drawals as is the case for commercial and industrial 
accounts in the banks, therefore this question of 
liquid assets is placed on a different Evel so 
that the Federation -- and you will see in the 
Federation's statistics some information concerning 
the way in which operations are conducted with 
respect to, liquid assets. We understand liquid 
assets to mean not only deposits in the bank or 
liquid cash but we understand it to mean also bond 
portfolios. We will see -- and we are checking 
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find this information -- beginning on pages 9 and 10. 
We have given statistics of the Federation and you 
will see the variations in the Federation's 
portfolios. 

In 1955 this was not a very important 
factor. We go on to 1956 and point out that in 1956 
during the March quarter with respect to obligations 
of the government of Canada there were about -- we 
can give you statistics here. First, there are 
12 pages of statistics concerning the affiliated 
banks. We have the particular bank statistics 
and thereafter we furnish the statistics concerning 
the Federation itself. | 

In 1956 during the June quarter there 
were $275,000 worth of bonds. If you study the 
movement in this portfolio you will see that the 
investments of the Federation were made in order 
to meet a need for rapid liquidation or to meet | 
certain payments that were required to meet the 
needs of fluctuations in the deposits and with- 
drawals. 

It is a fact that we never had any serious 
problem with respect to this on the level of the 
Federation. With respect to individual banks 
their portfolios are so organized generally speaking 
that every month there are certain payments to be 
made on bonds. There is not a single month where 
certain payments do not have to be made on those 
bonds. 


Certain moneys are kept on hand, deposits 
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are made in the banks or in other institutions and 
there are the portfolios which take account, of 
course, of withdrawals but e@rtain funds are not 
used in case there are any reductions. We must 
point out that there is an appreciable proportion 
of liquid assets arising from refunds of loans 
that have been granted since in the banks all loans 
granted with certain exceptions must have monthly 
refunds, must be repaid on a monthly basis. 
Therefore, if you consult the statistics o the 
individual banks you will see, for example, that 
in 1961 (this is on page 8) $27 million worth of 
mortgages and $3 million worth of personal loans 
or other types of loans which makes over $30 million. 
This gives a rather high proportion. Refunds 
are generally made on the basis of one-half of 
one per cent per month plus interest. 

COMMISSIONER LEMAN: I note that in 
the statistics you give us that in the Federation 
itself in recent years -- I am thinking of 1959, 
1960 and 1961 -- there has been a rather great 
deal of fluctuation in the overall position. In 
certain quarters we see that this position has 
become negative. It amounts to having received 
a loan from the bank. Now, are there any seasonal 
factors or any other factors which may influence 
these fluctuations? 

MR. LAMARCHE: The Federation which receives 


deposits from its individual banks and which pays 
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interest on these deposits must increase, must 
rectify the funds which are deposited. At the 
same time its main purpose is to maintain a high 
level of liquid assets because of possible withdrawals 


that may be made by the individual banks. 
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1 It may happen at’ the beginning of each year we try 
2 to adjust the portfolios. We purchase treasury bonds 


3 which at the end of the year will disappear almost 


4 completely, and there are certain guaranteed deposits 
5 placed with trust companies, and there are purchases 
6 of other governmental obligations -- or, provincial 

7 obligations, with staggered payments. 

8 There are certain periods of withdrawals: 

9 For example, we know that the period July to November 


10 is' a period of withdrawal... -Most: of our groups’ in 


11 Montreal havectoo pay taxesoatco thie &Amegtandiwe feel 
12 the effects of this withdrawal .peniod; and.we.have to take 
13 appropriate measure&siin order to have: eufficient 


14 availabilities because we know there will be withdrawals, 


COMMISSIONER LEMAN: I hardly see that your 


15 

16 etatistices confirm what you have’ just stated. With 

7 respect to 1960 and 1961, at the end of March, June 

18 and September you had certain deposits in the banks. 

19 At the end of September we see that you had a negative 

oS position with respect to banks. This ig on page 6 

1 of thee statietdicetof theufederation.aTheieamec thing 

- in 1961: You have a rather considerable deposit in 

a the banks, but in December the sum increases to $315,000; 
9: and if we look for your liabilities here we do not see 

os how the deterioration of your position corresponds 

ae to the withdrawals made by the banks. At the very moment 
- when you had the least cash available the deposits were 
sss at their highest point. Are you following me? Iam 

a referring to page 6 and page 7 of the statistics of 


the federation, 
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MR. LAMARCHE: Well, I think it is difficult 
to set up a direct relationship between the federation's 
funds and the funds of the banks and to draw this as 
an analogy chene as yYowrrefem yt-o the September quarten, 
and the figures here. do not weaken our assertion. Even 
if the statmhettesmforim quarter +state ecthatiatrtbe 30th 
Ohnthieeneatactheme if a debit balance, the very. next 
day there could sbecainvery. posit ive jbalance,, paBRhe 
federation will accumulate availabilities to anticipate 
certain withdrawals and will take measures to make the 
funde:-on its deposit as productive,,as -possible. 

COMMISSIONER LEMAN: But could you state, 
then, that in your investment policies the withdrawals 
of the banks which cause these sudden slumps of liquid 
assets held by the federation -- igs it these sudden 
withdrawals which cause the fluctuations? 

MR. LAMARCHE: Well, there are certain massive 
withdrawals occurring at certain times which could not 
be foreseen. Necessarily, of course, we feel the effects 
Ofethisiand;wecare forcedoto gellhiour liquid assete 
in order to meet the gituation, We have -in the bank 
a certain credit margin which enables us to anticipate 
Situations. If it is simply a matter. of two, three 
or fourodays there: is nooneed to:ask forycredit elsewhere 
but if we see that: the situation will continue, then 
we have to-take immediate measures to re-establish 
our LiquidMpos Lt hone 

COMMISSIONER LEMAN: You have just stated 
that you have a credit margin in the banks: What is 


the relationship between this credit margin and what 
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you catlcin your statisticernfixed depogit..in the 
banks, 

MR. LAMARCHE: There ig no relationship. 

COMMISSIONER LEMAN: Well, what ig the role 
of these ofixedzaccountse? 

MR. LAMARCHE: .Well, this is part: of a 
banking agreement. 

COMMISSIONER LEMAN: Well, every banking 
agreement must have a purpose. Doegen't. this concern 
the need to honour your payments, or what is its 
purpose? Don':t,,.the ser faxed: accounts..play -Lnm your 
favour? 

MR. LAMARCHE: No, they do not. 

COMMISSIONER LEMAN: Well, you have not made 
an arrangement to maintain $500,000 to $800,000 in 
your bank without any purpose in mind. What was your 
purpose? 

MR. LAMARCHE: In 1959 the banks gave us 
alot of trouble, and after several months of negotiatio 
one bank agreed to solve our problems for ug. However, 
Since the banks do not work for nothing one of their 
conditions. was to leave a fixed unproductive deposit 
in this bank, and this is the amount you see before 
you. Does this answer your question, sir? 

COMMISSIONER LEMAN: Well, what was this 
condition -- simply to maintain credit? 

MR. LAMARCHE: No, it does not depend on the 
credit margin, sir. 

COMMISSIONER BROWN: What was thig problem 


with the banks? I notice you had deposits, except 
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for one-quarter, all through 1959, What was the 
problem with the bank? 

MR, LAMARCHE: Well, the problem was the 
payment orders on the banks were circulating through- 
out the banking circuit and the banks told ue then, 
"You are benefitting from the banking circuit and 
not paying anything for it." This is not exactly 
true, because we had to pay for the exchange charges 
on bank cheques that had been cashed, and there wag 
of course a certain reciprocity becauge the bankes 
paid us the exchange, of courge, on payment orders 
that had also been cashed. This fixed deposit was 
to represent, or partially represent, the costs that 
were charged to us for circulating payment orders 
throughout the banks. We had to pay for providing 
paper monies outside of these factors, 

COMMISSIONER BROWN: In other words, this 
is for participating in the clearing systems of the banks}, 
I notice in March, 1961 this fixed deposit was $672,000, 
and in June, September and December it was $657,000, 

TS, Liat ied sian. om ie lt ned ated ti your turnover? 
What ig the bagis of this fixed de posit. Thatule the 
first question, 

MynzEecond oues tion wie. tf uthis.isva fixed 
deposit, and it appears to vary -- when you had an 
overdraft at the end of September, was thig a real 
overdraft or was this covered by cheques in Ghoar ting, 
and if it was an overdraft do you have to pay interest 
on it? In other words, does your fixed deposit cover 


your overdraft, or is it something that ig fixed, .and 
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if you overdraw on your other account you have to pay 
overdraft charges? 

MR. LAMARCHE: In answer to the first question, 
I will say it is a fixed deposit. We were drawn into it 
by the hands, so to speak, However, we succeeded in 
obtaining that the fixed deposit should be reduced 
to $650,000, but we do pay interest on temporary loans 
that we make to the banks, and we have to transport 
to the banks the obligations of the Government of 
Canada in order to guarantee the loang that we make 
to the banks, 

COMMISSIONER BROWN: This fixed deposit seems 
to go up.in 1960 from $701,000 to $772,000. It must 
be related to something if it goes up and then down. 
What is the basis of these variations? 

MR, LAMARCHE: Well, this corregponds to the 
increase .in the operations, .in the transactions that 
have occurred. 

COMMISS IONER BROWN: Thank you, 


--- Short recess, 


COMMISSIONER LEMAN: Mr. Lamarche, to 
continue our discussion, I should like to ask you 
whether you could describe the loan policy of your 
banks, Can the banks borrow from the federation, and 
do they at times, or do they not? 

MR, LAMARCHE: Well, the banks may borrow 
from the federation provided they furnish certain 
guarantees for these loans. Several banks also have 
agreements with the branches of local banks in order 


to obtain loans when they need them, and in actual fact 
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it happens rather rarely that our banks are obliged 

to borrow either from other banks or from the 
federation. Our principle which has been established 
at the very outset of the founding the bank is that 

we Say to each of these banks, "Despite the fact 

that you are affiliated with the federation and that 
the federation ig available to you to meet your needs, 
you yourself must be so organized as to act independently, ' 
As a result it is only very rarely that our member banks 
are obliged to borrow either from banks or from the 
federation itself. 

COMMISSIONER LEMAN: In studying the statistics 
of the federation that you have submitted we do not see 
any item giving the loans to the banks. Could this 
be contained indirectly in the figures under another 
item? Are the deposits of the banke with the federation |-- 
doese thie item reflect>thia? 

MR. LAMARCHE: Well, we have two forms of 
loans which can be granted to the banks. The first 
form igs under compensation accounts which is entered 
as debit and which is deducted in accordance with 
the prevailing neede. This debit generally lasts 
only for a few days. There is a second type which 
you will find on page 5 and page 6 and thereafter, 

If you will look under No. 46(a), “"Rediscounted 
Mortgages, we ask certain of our banks to redigcount 
one or more mortgages for their needs. You will see 
in 1959, for example, we have $10,405 for the June 


quarter, This is on page 5, the statistics of the 


federation, This ig under Loans, At the end of the 
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year, December, 1959, we have an amount of $67,395, 
and if you go down to the end you will see that thege 
Sums are not very important when considered as a whole. 
COMMISSIONER LEMAN: Well, if you refer now 
to the statistics at the banks’ themselves; ag you 
have just said, gir, you do not encourage the banks 
to ask for loans. You encourage them to act inde pendent lly 
without resorting to loans, but if you look at the 
statistics for 1961, the figures that you give here 
seem to confirm that the banks indeed do not ask for 
loans. The figure given here, the correspond ing 
figure, is rather minimum with respect to over-all 
activity, but these are end of the year statistics, 
Do you have anything more specific? 
MR, LAMARCHE: Well, these are’'the statistics 
we are wanting to give concerning the banks, We are 
doing them at the end of the calendar year, as of the 


31st of December for each year. 
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We do not have a single bank which ends its fiscal 
year at December 31. The fiscal year endings are 
scattered throughout January, February, May, September 
and October, depending on the particular Caisse, 
Therefore for the need for statistics we have to work 
through by evaluating the ends of the fiscal years, 
It is only the exception that banks must resort to 
borrowing from the federation. It is a bad principle 
to borrow in order to lend. You cannot borrow using 
funds which are not available to you. 

COMMISSIONER LEMAN: The federation follows 
the same policy, that is to borrow ag Little as 
possible and to use the availabilities ag idl fihese 
possible? 

MR. LAMARCHE: Yes, this is true with one 
exception, There is a certain difference involved. 
Ags I explained to you a few minutes ago, during the 
first part of our discussion, the banks have certain 
payment obligations to meet every month. We receive 
amounts up to $500,000 in payment on obligations go 
our federation immediately tries to purchase treasury 
bonds in order to obtain something for this money, 
even if they are at very gmall rates of interest, 

The banks may utilize the sums that they have just 
acquired according to their needs. This happens more 
often in the federation; that is, the bank account 
will be in the red but only for a period of three or 
four days, hardly longer, This, ag I gay, occurs 
more frequently to the federation because <«° 


the recovered money has not been appropriated for 
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J the banks themselves with respect to the members in 
2 the form of mortgage loang, or in the form of bonds 
3 purchased, in order to maintain the rotation of the 
4 


particular holdings of the particular portfolio, 

5 The sum may indeed vary. It might happen that we have 
a deposit although it does not appear in the statistics, 
7 We may have a deposit ina current account to the 

8] amount of $2 million. of course, we do not want to 

9] leave that $2 million unproductive, We want to invest 
10| it somewhere, 

11 COMMISSIONER LEMAN: Have you thought of 

12] making short-term loans and entering the money market, 
13) making loans of 90 days or for other short periods of 
14) time? 

15 MR, LAMARCHE: Well, this hag often been 

16] suggested to us but we have never seen the need to 

17] resort to such a procedure, 

18 COMMISSIONER LEMAN: Does this mean that 

19}, bank loans are rather regular? 

20 MR. LAMARCHE: No, we do not have any need 

21) for that, Thie ts not such an important element for us. 
22) It does not encourage us or motivate us to obtain 

23|| finances thig way. 

24 COMMISSIONER LEMAN: Mr. Lamarche, with 

25) reftpect to assets you have given ug some rather 

26|| interesting statistics concerning payments on 

27 | G0vernment obligations and on the maturity of government 
28 |Obligations, but you have given ug no figures concerning 
the averages with respect to other obligations in 


connection with the Canadian Government, Can you tell 
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us something of the nature of these investmente? 
Are they long or short-term investments? What kind 
are they? 

MR, LAMARCHE: Our attention was drawn to 
that fact which you mention, sir, that there ig no 
maturity given to securities other than those of the 
Federal Government. The reagon for ee simple, 
namely, the suggestions contained in the brief do no 
make mention of this point. However, the general 
investment policy is that each of our banks, ag the 
federation itself, must invest in obligations staggered 
over a period of from one to five years, or one to 
ten years. Now, with respect to the fede eat kent most 
of our portfolio comes to maturity before five years, 
Of course, we have maturities UD TOs lo7), “but. this 
represents a rather small proportion of our investments, 

COMMISSIONER LEMAN: These short-term loans 
do not apply to municipal or school obligations? 

MR, LAMARCHE: Yes, they do, however, we 
do encourage the banks to purchage obligations that 
gO directly to 10 yearg or even more. I refer to 
Government of Canada bonds because we consider such 
securities to be firgt class, 

COMMISSIONER LEMAN: Since you have given a 
great deal of attention to the Staggering of the 
maturities in your portfolio, does this mean that you 
do very little purchasing and selling before maturity? 

MR. LAMARCHE: Our banks are not security 
brokers except in certain exceptional <ases; The 


maturity dates are met and the securities are ke pt 
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in the portfolio until they reach maturity. That ie 
our general rule, 

COMMISSIONER LEMAN: When you do carry out 
Such operations do you apply to a real estate dealer? 

MR. LAMARCHE: Yes, 

COMMISSIONER LEMAN: Do you have any particular 
arrangement with certain real estate agents or do you 
just proceed directly with your purchases and sales? 

MR. LAMARCHE;: No, we have no particular 
arrangement with any broker, Our banks are free to 
approach the broker of their choice, We are not 
interested in a particular broker, it ig the security 
that counts. 

COMMISSIONER LEMAN: Have you any additional 
views to state in respect to the general market for 
funds? Have you any difficulties you wish to mention? 

MR, LAMARCHE: That is a very good question 
and I am glad to reply to it because it raises the 
Opportunity to stress another factor which ig very 
important in the light of our banke. 

The market in bonds for school municipal 
commissions and the municipalities of our province 
has not been very prosperous at all times and we 
consider that due to the fact that we must maintain 
a certain amount of money available for withdrawals 
by our members, and since the law allows us to buy 
municipal and school commission bonds, this hag fulfilled 
another need in the market in the Province of Quebec 
because in general the brokers who do not know the 


function of our gmall town and village commission were 
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not very much in favour of a transaction and issue 

of bonds to build a school or develop municipal 
facilities in the parishes except in the case of 

large towns which are well quoted on the market. 

As a result the gradual increase in size means that 

we were directed toward municipal and school 
commission bonds, This allowed these municipalities 
to develop more rapidly than they otherwise would have 
done, That also corresponds to another characteristic 
of the organization of our banke, and this has been 
possible because there are banks -- we have banks 

all through the province and we know the different 
environments while the financial world does not 
necessarily know thie’. 

COMMISSIONER BROWN: I gather that while 
your “operations are cont ined to’ the @idceses of 
Montreal or to the provincial diocese of Montreal you 
buy municipal securities throughout the province?. 
What are the categories? What are the autres 
corporations canadiennes that appear at page 6 in 
YOur SletCist ics at Line aye 

MR, LAMARCHE: I cannot tell you offhand 
details of the overall figures, We have given you 
24 pages of Statistics and that? te "gGnite "Blot. you 
know, If my memory serves me right I think this 
refers to fixed deposits in trusts that are actually 
deposited for periods of a fortnight or perhaps 
three to six months. At least to a large extent that 
is the case, I am quite sure that these are not loang 


to companies, to buginesseg or to industries. We do 
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not have the right to make loans of that kind and we 
do not make loans of that kind. 

COMMISSIONER BROWN: With whom would these 
deposits be made? 

MR, LAMARCHE:. With trust. companies in Canada, 

COMMISSIONER BROWN: Trust companies. 

COMMISSIONER GIBSON: Before you leave this 
Subject of securities I noted that in answering Mr. 
Brown you said that you had the right to. buy municipal 
securities over a much wider area than the area in 
which you operate, These municipal gecurities involve 
a large sum of money a represent a.large item in your 
statement. Are most of these securities held in your 
own area as a matter of practice, or in municipal 
areas in your own area and school district? 

MR. LAMARCHE: The tendency is to encourage 
the group purchase of municipal bonds in the area 
Surrounding Montreal because we live here and we know 
this sector better than the other parts of the province, 

COMMISSIONER GIBSON: This is one of your 
prime functions, to assist municipal governments in 
that area, You do regard this ag an important 
function of the Caisses, do you? 

MR, LAMARCHE: No; I do not think that 
we can say that thie is a main function of the Caisseg, 
The main function of the Caisses is to create benefit 
for the members and shareholders of the Caigses, 

As I said, for the reasons of safety we cannot lend 
out 100 per cent of their deposits received go that 
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bond. 

COMMISSIONER GIBSON: This is a matter that 
you regard as a Significant service you perform in 
your community, is that ‘correct? Do you usually 
buy these securities when they are igsued or do you 
sometimes buy them on the market, and I refer to 
municipal securities? 

MR. LAMARCHE: No, we buy them always on 
the market and we do not really take into account the 
time of issue because it all depends on what the brokerg 
can offer us; what paper they can offer ug and the 
time of maturity ag well as the amount of dividend, 
and s0 on, Sometimes a Caisse will buy a “certain 
Slice of a new issue just as a Caisse may buy a certain 
amount of an issue that came out perhaps two, three or 
four years before, 

COMMISSIONER GIBSON: Now, are thege municipal 
security holdings of the Caisges ag Opposed to the 
federation mostly short-term? You Said when you were 
talking about federation holdings that a large portion 
were one to five year holdings and perhaps some a little 
longer, but are these the game or do they tend to be 
a little longer term? 

MR, LAMARCHE: In our Caigse Populaire the 
time of maturity varies gomewhat. The parochial 
Caisse is not in the same gituation ag the central 
organization and it does happen that the maturity is 
further away. That is not from one to ten years but 
for a period @lightly longer. In view of the fact that 
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and a half or six and three-quarters pax cent nrthe 
Caisse will take advantage and buy bonds at that time 
which will pay better interest) ois: 

COMMISSIONER LEMAN: Mr. Lamarche, I should 
like to ask you one or two questions in respect to the 
mortgages offered by the Caisses. On pages 8 and 9 
I-notice that the normal renewal of your mortgages 
varies from three to five years. I think the bagsig 
of repayment is worked out over exsperntod of tho at dwh5 
years, I think we would all agree that a mortgage 
of three to five years is rather ghort. Perhaps that 
is why the amortization is calculated over 10 tools 
years, What happens in practice in that regard? «Is 
there almost an automatic renewal of the mortgages? 

MR. LAMARCHE: In general the renewals are 
made after having been re-examined by the loan committee, 
and they are then renewed or not. If the borrower 
fulfills his payment satisfactorily then it is renewed. 
If he does not fulfill his undertakings to the 
Satisfaction of the loan committee then the borrower 
ig requested to pay the loan off when it hag explred. 

COMMISSIONER LEMAN: I suppose that your 
experience has been rather favourable with regard to 
mortgage loans, What happens in practice then te. that 
the mortgage loan igs generally renewed because the 
initial time is rather short to be of service to the 
borrower? 

MR, LAMARCHE: You are quite right. In general 
these mortgages loang are renewed, 


COMMISSIONER LEMAN: In regard to mortgages 
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is there a specificikindg of building that you prefer 
to grant mortgages on or is there a very wide field 
with regard to the buildings covered? 

MR. LAMARCHE: The Caisse Populaire only 
make loans for family dwellings and do not give 
mortgages for commercial or industrial buildings. 
There are only a few cages where we might say that there 
ig a building of mixed character. For ings tance:, .there 
may be a shop or store on thegroundg floor with a dwelling 
above. Under. those circumstances the Caigse might 
agree to give a mortgage loan. 

COMMISSIONER LEMAN: Do you have any policy 
with regard to the percentage of the market value of 


the pbuilding? 
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MR, LAMARCHE: The policy followed by the 
Caisses is to allow between 50 and 75 per cent 
of the value of the property. 

COMMISSIONER LEMAN: Do you establish these 
values yourself or do you consult a real estate 
agent? 

MR. LAMARCHE: The credit committee 
people are trained in this. There is acredit 
committee member who has been an estimator, for 
instance, for a company that dealt with buildings 
or in other cases he has been'a builder or a 
carpenter and certain standards are worked out 
in advance and the borrower has to fill in a form 
of application with questions on the municipal 
tax evaluation, the price paid, whether there are 
rents and what their amount is and after having 
received all this information the credit committee 
board go and visit the property to decide what its 
value is taking into account the different factors 
which have been submitted for consideration. 

COMMISSIONER FROWN: JI understand you to 
Say that between 50 and 75. per cent of the value 
of the property. My reading of tle act says not 
exceeding three-fifths of the municipal evaluation 
of the real estate affected. Is: there a difference 
or has this been changed? Can you explain this? 

MR. LAMARCHE: Here is the article of the 
law to which you are referring, but it does not 
refer to mortgage loans granted by members of our 


loan committee. It comes under the category of 
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investments that the Caisses have the right to make 
and these investments come under the management 
of the Caisses. If the Caisse for one reason 
or another is going to do business outside the 
territory over which it has jurisdiction, for 
instance, buy federal or provincial bonds or 
something which is outside its juridical area, 
then it is considered as an investment and then 
the board cannot lend more than three-fifths of 
the municipal evaluation of the property. This 
is more severe than the standards of the loans 
committee. 

COMMISSTONER BROWN: On the statistics 
you supply you just lump all mortgage loans together. 
Have you any idea how much of this would be of the 
first category, in other words, loans on mortgages 
to members and how much would be in the second 
category that you mentioned of investment which: 
are mortgage loans on the basis of this section 
of the act? 

MR. LAMARCHE: We have not submitted 
distinct statistics on that subject because this 
article of the law is“ practically not°applied. 

It comes under the category of exceptions. What 
we call mortgages are to a large extent mortgages 
agreed within the limits of the members by the 
members of the loan committee. 

COMMISSTONER BROWN: Thank you. ' 

COMMISSIONER LEMAN: Has there been any 


question, Mr. Lamarche, of obtaining permission to 
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Torento, Ontarie 
grant loans on mortgages in virtue of the federal 
law on guaranteed mortgages that will be guaranteed 
by a central body? 

MR, LAMARCHE; This question has not come 
up because we felt no need to deal with it because 
other sectors of the economy have satisfied the 
needs of this legislation or the needs this! legislation 
was intended to cover. In our Caisses Populaires 
with the standards and the methods of functioning 
that we have we cannot respond to regular demands 
or requests from our members as it is so that we 
do not want to embark on a field of operation which, 
though not being very different, nevertheless is 
Somewhat outside our existing scope and has been 
so for many years. 

COMMISSIONER GIBSON: Is cthere no demand 
amongst your membership for longer term mortgage 
loans following along Mr. Leman's question? 5B 
am thinking of the Central Mortgage and Housing 
eee which are for very long terms. Yours 
run three to five years and aS amatter of practice 
are they requested frequently? 

MR. LAMARCHE: We do not as a general rule 
receive requests for mortgage loans from persons 
who could apply to the Central Mortgage Organization. 
There is a law covering that and it satisfies the 
needs. The sector for us in the Caisses. Populaires 
is to cover the part that is not @vered elsewhere 
so that if this Central Mortgage and Housing Corporation 


does not give the mortgage we can under normal condition 
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Terente, Ontaric 
provide the mortgage loan. 

COMMISSIONER GIBSON: How would your rates 
compare with the Central Mortgage and Housing 
Corporation rates on mortgages -- interest rates? 

MR. LAMARCHE: On the surface they seem 
Slightly higher because, as I said, our rates are 
about 7 per cent or 7+ per cent or 74 per oent on 
mortgage loans taking into account, of course, 
the life assurance included. But » with the 
dvidends that are given to the borrowers I think 
the comparison gives almost similar results. 

COMMISSIONER GIBSON: Is there a tendency 
among the caisses to increase your mortgage 
activities in relation to other activities over 
the years; in other wrds, did you used to do a 
bigger personal lending business relative to the 
total than you are doing now and a smaller mortgage 
business? You see, you have ten years here only 
which is a fairly short period in your history. Let 
me elaborate a little on my question. We have 
heard from a lot of credit unions amd the emphasis 
there is almost uniformly om personal loans, not 
on mortgages. Was there a day in your history 
when you put more emphasis om personal loans and 
less on mortgages and has this mortgage business 
been part of the evolution of your development? 

MR. LAMARCHE: The main part of our loans, 
as you will see from the figures Mm page 8, are 
mortgages. The personal loans which we call loans 


to the members is much smaller in proportion, How- 
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Terenta, Ontaric 
ever, we cannot deny that there is a tendency to 
develop further personal loans and this is due 
to the existence or, I might say, rather because 
of the interest rates that are charged by the 
finance companies. The caisse gives this service 
to its members and we try to respond to the needs 
of the members where they cannot obtain at 
reasonable rates the loans that they need. 

COMMISSIONER GIBSON: It has not been 
your custom, though, to encourage personal loans? 

From the way you put it I gathered you say you 
are responding to a demand, a need, but your 
tradition has been to make mortgage loans rae his 
than personal loans, is that correct ? 

MR, LAMARCHE: There has always been a 
need for mortgage loans and the need has been 
smaller Jin the case of personal loans. One of 
the principles of cooperation is that we must 
encourage the small loan rather than the large 
loan, but when a shareholder wants to buy a eee ay 
SO that he can become the owner and have a place 
of his own he is not going to ask for $100,000; 
it is about $5,000 or $3,000 or $6,000 or $10,000. 
But for personal loans we can help a larger number 
of shareholders with less money. 

COMMISSIONER LEMAN: When you speak of 
personal loans you speak of four categories on page 
9 of your brief. Can you tell us if the distribution 
of these loans among these four classes is fairly 


equal or if one or two of these categories is much 
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larger than the others? 

MR. LAMARCHE: The largest category, 

I am speaking from memory and not from the statistics 
Which is much, much higher than the other categories 
is the first, that is, a simple loan on recognition 
of debt with or without endorsement. 

COMMISSIONER LEMAN: You have spoken 
of loans with arrangements made to sever. Is 
this a question of principle? 

MR. LAMARCHE: We are interested in 
making business with persons on the social, 
parochial basis. We are not interested in acting 
as agents of companies or firms or Somase tank 
undertakings because they have their own organizations 
and institutions which can take care of them. 

COMMISSIONER LEMAN: You must have noted 
that in general the aim of these loans, that is, 
when people come to ask for a loan it is only for 
a few hundred dollars but what would you say was 
the main object of their asking for the loan? 

MR. LAMARCHE: We have never conducted 
any particular study on the different reasons 
or the different objectives of those who seek a 
loan. The only thing that we can say is that 
there are a multitude of reasons for which a 
person may come to ask for a loan. It may be 
to pay his taxes of one kind or another, it 
may be to buy a television set, or buy furniture, 
or it may be for consolidation of debts or other 


reasons of that kind. He may want to buy a car 
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or he may want a loan so that the father of the 
family can take a holiday and come back to work 
relaxed and fresh. We have never conducted any 
particular investigation of these reasons so 
we have no detailed mneport. 

COMMISSIONER LEMAN: Unless other members 
of the Commission have econ te that field 
I should like to go on to another subject which 
is the tendency with regard to what we would call 
in good French "turnover" or the tendency to 
increase. You said from 1960 to 1961 there was 
a relationship between the withdrawals and deposits 
at that date. The figures you give us show that 
it becomes three times instead of two. low, 
what does that depend on? Can you tell us 
what this acceleration was due to? 

MR. LAMARCHE: What page are you referring 
to? 

COMMISSIONER LEMAN: On page 10 you give 
the withdrawals from savings for each year and if 
we compare these with the balances given for the 
Same date you see that there is a certain 
acceleration of withdrawals as compared with the 
average liquid holdings on deposit. If you 100k 
at the figures for 1961 which represent $126,600,000 
and if you compare this figure with deposits of 
some $47 million at the end of 1961 or if you take 
the average of the deposits at the end of 1961 


and if you divide this by two you will note you have 
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now three times as much. There seems to be a certain 
acceleration of withdrawals as compared with deposits 
in the lank. 

MR. LAMARCHE: I must say that I am not 
able to answer this question. We have not made 
any studies of the matter. You have made an 
Obervation, sir, but we are not ina position to 
answer your question, 

COMMISSIONER LEMAN: In other words yu 
have not observed this phenomenon in connectionii 
with your bank operations. You yourself have 
not noted any acceleration of withdrawals over 
the amount of cash on hand and you do not attach 
any particular importance to it? 

MR. LAMARCHE: Well, for the time being, 
Sir, we have no comments on the matter. 

COMMISSIONER LEMAN: Mr. Brown has a 
question on another point. TI: should «like ‘to 
have your general observations on the factors 
that have influenced the great development of 
these caisses in this province. We would like 
to have your opinion on this point. 

MR. LAMARCHE: Well, these are our 
remarks:,on this poknti, Banks in general believe 
that the phenomenal development of these caisses 
is due: totunfadr competition in the form of 
interest paid on deposits, this interest being 
higher than that paid in the banks. As a result 
of this situation that has been sufficient incentive 


to draw ina great deal of money. 
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Now, experience has shown that interest 
rates do not play an important role in the favour 
Shown by the public to @aisses, this type of caisse. 
In fact, it- is only a secondary and even a 
negligible factor. An example will show the 
truth of this assertion. 

In 1959 the banks insisted that the 
Caisses set up service charges which would observe 
the rules prevailing concerning clearance of cheques. 
The statistics given on page 4 for the Caisses 
in the first part of our-brief give the results 
of this requirement which has been imposed by the 
banks. The arguments of the banks were that no 
service charges or administrative charges were 
made and that the depositors were not charged for 
cashing cheques which constituted unfair competition 
and attracted people to the Caisses. However, 
in 1955 service charges brought in some $9,600, 


Later, they brought in $34,600, In 1955 they 


brought in $100,000. In 1960 they brought in 
$26,000. Despite this additional charge the 
Caisses have not ceased to develop, On the 


contrary this same situation prevails with respect 
to interest paid on deposits. These factors alone 
are not the principal reason for the developmant 


of the Caisses. 
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Tre se factors may icontrtibute: te a certain extent, 
but to a negligible extent, 

Another more important factor which coincides 
with the over-all development. of the country is in the 
construction of bulldings to house these Caisses, 

Over a period of 40 to 50 years, thanks to many 
sacrifices, the administrators of Caisse have been able 
to set up reserve funds which improves their situation 
with respect to security of the monies that have been 
entrusted to them and to the loans they grant. In 

the same way this has enabled our Caisse to build 
adequate facilities. to house our operations.» Up to 
that ‘time we had to use church buildings or other 
types of structures that were available at moderate 
nebtese; thanks to the assistance of the clergy and to 
other persons who were convinced of the need for this 
type of activity. However, the proprietors and the 
land owners were mistrustful and they were rather. 
cautious because they saw this sign of success on our 
part. Another factor was the multiplication of parigh 
Caigsses which enabled a greater circulation of the 
principle of co-operation which brought in a greater 
number of people. This multiplication made this 
activity very popular because it reached into all the 
corners of the province, 

But above all, the fundamental reason is 
the fact that the savings and credit co-operative makes 
it possible for the poorest pergong to have a share in 
property and gives them equal footing with more 


favoured members of society, for he who holds a ghare 
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can become director or he can become a loan committee member 
or’a member of ‘the supervisory committee He hag’ vot ing 
rights. He has the same rights ag any other member, 

He has the right to request any information whatsoever 

as to the use of the money that is being deposited in 

tné’ Calsse- etic, 

Still more important ig» the fact that’ the 
grouping of the savings of all the individuals enables 
them to attain a certain economic and social 
emancipation especially for those who participate in 
the co-operative movement. In fact, if we consider 
that the French Canadian population is a minority 
with respect to all of Canada, and on the other hand 
mindful of the futility of any efforts that are not 
Supported by the power of money, the French Canadian 
population in Quebec has, with modest means at its 
disposal, succeeded in grouping its savings in order 
to attain the present success of these Caigseg 
Populaires, 

We should stress the fact it is thanks to 
the encouragement and the effective support of the 
clergy that it wags possible to attain the success, 
Without this unflagging co-operation the Caigses 
Populaires would not have survived the varioug 
difficulties that arose. 

Another important factor ig the factor which 
enabled all those who were connected with this movement 
to acquaint themselves with administrative matters 
which constitutes a certain enrichment in their 


own life -- in the management of their own affairs. 
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You may think perhaps we are overlooking two 
important elements: The issuing of payment orders 
and the absence of taxation. The facts show that 
the development of these Caisses took place after 
1945, Now, payment orders were circulating gince 
1939 and even before then, Ag to the absence. of 
taxation, this hag enabled the Caisse to get up 
the necessary reserve, a reserve which ig required 
by any institution which holds deposits and which 
grants loang, 

As you can see for yourselves, all these 
factors explain the great development of these great 
Caisses, We haven't gone into all the factors involved, 
but we have stressed those factors which we consider 
to be. the,.mogst; important, namely, to give to money 
its true role, namely, that of an instrument placed 
at the service of a community of. man, and to confer 
upon each individual his dignity and his own pride, 
ies it is the individual who is called upon to 
administer this enterprise for the benefit of the 
community and of the individual, This ig the role 
of the Caisse Populaire, 

COMMISSIONER LEMAN: I didn't realize I 
was raising such an important question when I made my 
remark, because thig enabled you to make a rather 
complete statement of your views on the matter. You 
will note that I drew your attention to the statistics 
given on page 4, when I mentioned the income aspect 
of the activity of the Caigse, but we didn't give any 


attention to the expenditure gide of the matter. 


aA 


Sopra Acree to agniusel odT. alias Susdx0gmt 


~tscdd- wodsa ntoat Sct. Lot 18x83 to somoads edt a, 


_ tt 


~gotts, e08fq Hoot 2saalso enor? to dedeiqo.Lev eb ed} . 


-. gente gatisivotts exew axepto tnomysqg .wod .c#el 


: %o soneads edt ot BA ..modt sxoted meve. bas CEL 
7  qu.deos ot esetsd odd poldsne asd 2tdd .notjexst © 
op bestuperat dotdw evre2e% 5 .SVTOBOT yrsaseoon oft 

{  dofdw pas atisogeb sblod dobdw aotiutitsal yns xd, - 
es .aasol sinstg -j 
a | 

a | gazedd Lfs .pevleamoy rol 998 a89 uoy 3A 


. $ge%g oBeds. to JnemgoLleveb Jsexg Ad nisiqxs arotost 


 bevioval exotosit edi [Le otpt sney t'neved oW..g088leo ie 


; -Sephapet ew doidw @rotost es0dt pesesite svsd sw Jud . lat 7 
oe 

| » ~enom ot ovig oc. ylowsn .Jastiogmt taom odd: .od ot des 7 

a peosig tnemuntent as to tsdt .ylomsn .sfor, sunt Bit, . Jat . 

= yotqoo ot bae «sm to yitaummos Ss to sofvires ant. 5S i 

. 9bL tg wo aid bas yitogip aid Isubtvipal dese soqu ai ‘ 

of mogu. belfso et odw [sublvipat edt 8t if oont® Hop 7 

eft to tbtened sft rot satiguotas aint. retainimbs - : 

efor edd ef Bidt. .fsubiviont edt to. bas ysiioummoo | ; 

y 


.orisinged sasisd edt to 
I esifsex t'nbtb I” ;MAMBI AMMOTScIMMOV 


ym ebsm I oodw aoltasup tJastrogmi ms dona gniaist 2sw 


codisx 8 oxen of oy beldsns ald} sausoed .arsmet | 
. NoY .tettsn sft mo awotv xNoOy To tromotst2 etelqmos— | 
notte tie od} of sotjaetys woy werd I ded? stom ILtw | oe 
. toeqas. emoont edi penotiaem I ssdw . egsq mo novig | 
q _— evits i'nbib ai thal .928afso oni to ytivites edd to | 


_ eae od? em ‘ot 


Nethercut & Young or 1843 = 


Terente, Ontario 


Perhaps my slide rule is misleaging me, but I notice 
from 1955 to 1960 the interest percentage on savings 
has. increased. 

MR, LAMARCHE: We don't deny it, 

COMMISSIONER LEMAN: However, we should not 
completely overlook the monetary benefits obtained by 
the members, 

MR, LAMARCHE: No gir, we are not overlooking 
thig, We have included it ag part of the conditions 
necessary for progress. However, our experience “hag 
proven that it is not interest rateg which are an 
important factor in this matter, 

COMMISSIONER LEMAN: Well, I have only one 
more question, sir, This matter concerns the interests 
of the Commigsion both with respect to co-operatives 
as well as with respect to commercial enterprises, 
namely, the manner in which the gifferent groups 
react to the monetary policy of the country. What is 
important for us ig to know how the mechanism operates, 
Could you tell us in your own words how your group 
reacts to the various monetary fluctuations with 
respect to different periods of time? 

MR. LAMARCHE;: Well, if you consider all 
the money in circulation in the country, for us who 
represent an organization of $58 million, it is not 
for us to set forth our views concerning the over-all 
€conomic policy followed by the country, but all we 
can Say is that when the banks are affected by a policy 
followed by the country we also experience certain 


incidents, certain repercussions to a varying extent. 
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This is all we can say with respect to this question 
of the general economic policy of the country. This 
is all we can say in view of the role that has been 

assigned to us and the limited time available to us. 

COMMISSIONER LEMAN: Well, I should like to 
ascertain whether the influence you feel of this policy -- 
is this in relation to the policies that you have to 
follow with respect to the banks, or are you sensitive 
to fluctuations in interest rates. in the money market? 
In other words, does a change in interest rate affect 
the volume of your business? That is the question I 
want to ask, 

MR, LAMARCHE: No sir, it does not affect 
the actual volume of our business, Whether or not 
interest rates increase or decrease does not affect 
Our position with respect to our members nor with 
respect to those who borrow from ug, 

COMMISSIONER LEMAN: Well, let us try to 
determine what the situation was in 1958, for example: 
If you refer to your statistics we see there is a 
certain pressure felt by the Catese and by the 
federation at a time when there was a certain restriction 
in the money market, At that time there was a Slight 
increase in the loans made by the Caisse from the 
banks, Didn't this cause people to come to you to 
a greater extent than otherwise? 

MR,LAMARCHE: If you are trying to establish 
a causal. relationship between the situation in 1957 
and 1953, I don't believe such a situation did exist, 
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commercial enterprises, As for us, we don't leng to 
commercial or industrial or financial Sroups. We lend 
Only to our members, We make only personal loans, 

and in our Caisses since 1945 we have always had 
waiting Lists for people who desired to obtain Credit. 
I don't tea edie Oto affected our Caisse Populaire 
during the period that Yor Terer to’, 

COMMISSIONER GIBSON: Are you affected in 
your policies by changes in the level of security 
prices? In other wordg, when the bond market goes 
down and the market value of your security holdings 
is less than the book value, does this affect your 
lending policies in any way? 

MR, LAMARCHE;: No, I don't believe there ig 
any relationship between these two factors, namely, 
the state of the bond market and the loans granted to 
members, Our purpose ig not to make’ DFOLLU,” if che 
interest rates are better, all the DETLCrs | Duta) In 
any case, there is no change, there ig no relationship, 
no. causal relationship involved, 

COMMISSIONER GIBSON: There have been fio 
changes in your policy of lending money On mortgages? 

MR. LAMARCHE: No. Obviously, {fyou gO 
15 years back, when the rates were about 5 or 53 per cent, 
the Caisses have approached the general trendge of the 
mortgage market, but our general principle is to lend 
at the prevailing market price, 

COMMISSIONER GIBSON: That is a long-term 
tendency, but in the Short-term a sharp change in 


interest rates would not affect you very much? 
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MR. LAMARCHE: No, I don't believe so. 

COMMISSIONER BROWN: Carrying on the game 
line just a little further, you said you always have 
waiting lists for mortgages. However, I notice that 
on page 8 of your statistics that, in fact, the 
amount outstanding on mortgages went down in the last 
quarter of 1959 and then down again in the first quarter 
of 1960, Would this be because there was a slowing 
down in deposits? 

MR. LAMARCHE; You have heard the proof that 
I have mentioned a few minutes ago -- one of the 
proofs: Namely, when the banking system is affected 
by a very accentuated monetary situation we experience 
the repercussions of this. At that time, 1959, our 
Caisse received instructions not to make mortgage loans, 
In September, 1959, this revealg an increase degpite 
this fact, because in June for $20 million 900 thougand 
mortgage loans there was a figure of $2 million 4O4 thousand 
In any case, when a loan ig promised to a member we | 
have to keep our word, and these loans that were 
promised were indeed met, go that in December, you see, 
the recommendations that were made which were in line 
with the economic recession then prevailing began to 
cease to be operative because there was a reduction 
from $21 million 590 thousand, gothat in June, 1960 we 
see that loans begin to increase after a receggion 
period, 

COMMISSIONER BROWN: Who issued thege 
instructions that the Caisse were not to make any more 


mortgage loans? 
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MR. LAMARCHE: Our federation -- the 
Montreal Federation of Caisses Desjarding instructed 
the caisses to stop mortgage loans, and this instruction 
was complied with by our caisses, 

COMMISSIONER BROWN: On what did you base 
this decision, and did this instruction -- we might 
be losing something in the translation; it is 
translated as "instruction": Did this instruction 
carry any sanction with it or was it merely a recommend- 
ation? 

MR. LAMARCHE;: It was a recommendation, There 
was no sanction that would be applied. It was a 
recommendation, 

COMMISSIONER BROWN: On what did you base 
the decision to make this recommendation? 

MR, LAMARCHE: We were aware there was a 
recession and the banks were asked to limit credit, 
and we felt we might experience the effects of this 
recession, and to prevent such a situation, ag goon ag 
we were advised,of this recession, and the fact .it.wags 
more serious than the preceding one, we advised our 
caisses to be more cautious, and we igsueq instructions 
to halt mortgages until the situation should become 
normal again, 

COMMISSIONER BROWN: This was based on the 
forecast of a recession, It wagn't anything to do with 
higher interest rates which, in fact, had taken place 
le months previously? 

MR, LAMARCHE: No, this matter of higher 


interest rates was not involved. We simply. felt, that 
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the 1929 crash would reoccur so we felt it would be 
better. .to-be more, prudent. 

COMMISSIONER BROWN: We are delighted you 
were wrong -- so far, anyway. 

THE CHAIRMAN: You mention at the beginning 
of your brief that you consider that you are subject 
to the provincial jurisdiction and not to the federal 
jurisdiction. We, of course, cannot decide that 
Question, but we are interested in the features of 
your caisses -- the various banks, as you call them 
also, I think -- no: You are very careful not to do 
that, I am,interested in what particular features 
of your operations make your operations dist inguish- 
able from banking within the meaning of the constitution? 
le that clear or .not ? 

MR, LAMARCHE: I haven't clearly understood 
the nature of your question, Would you be kind enough 
COG D6a fit. 

COMMISSIONER LEMAN: What the chairman 
has asked is, what are the distinctive characteristics 
differentiating your operations from the operations 
of the savings banks, or even.a mutual bank? What 
are those distinctive characteristics which make your 
bank different from a savings bank which does gimilar 
operations? 

MR, LAMARCHE: Well, there are certain 
fundamental differences in the way of organization and 
structure, and in the way of operations and in the way 
of purposes, 


With respect to organization, the caigge 
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represents an organization of individuals rather than 
of capital, Evidence of this is that the capital, 
the founding capital has been reduced to the etrict 
minimum, The law of unions states that 12 people 

may establish a caisse, and if each person holds a 
share of $5, the founding capital will amount to 

$60, 

Secondly, the territory in which the caiggse 
may recruit its membership is limited: Only people 
who live within the established territorial limits 
may become members of the caisse, 

Thirdly, only members of the caisse can 
obtain its services, and in order to become members 
they must subscribe to part of the registered,,capital, 

Fourthly, all members are co-proprietors 
of their caigse, 

Fifthly, each member hag the right to only 
one vote regardless of the number of shares he holds, 
and it is forbidden to vote by proxy. 

Sixthly, each caisse ig independent and has 
its own organization, it own parish organization, 

The fundamental difference in structure is 
as follows: The caigsse includes a board of administra- 
tion, a loan committee and a Supervisory committee, 
All these officials are elected by the members at a 
general meeting. None of these officials receives 
salary or dividends or any other remuneration whatsoever, 
except for the manager, Neither the loan committee 
nor the supervisory committee is subordinate to the 


board of administration. Each of these three bodieg 
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is subordinate to the general meeting of the members, 

Registered capital is limited. This 
limitation has been established by the general meeting, 
and the responsibility of the members ig limited to 
the number of shares that have been subscribed to, 

Now, differences in operation: The caisseg 
receives savings deposits but not deposits from industrial 
or commercial or financial groups, Also it grants 
loans but not to such groups. The caisse doeg not 
engage in discount operations and it does not Operate 
any foreign exchange sections, 7 

Now, the fundamental differences in purpose, 
The purposes are as follows: Assistance on the economic 
and social level, in order to enable the economically 
weaker individuals to group their savings and to use 
them in accordance with the needge of each individual, 
and by so doing to attain a degree of economic and 
social liberation that the individualg separately could 
not attain otherwise, and in go doing to open the 
way to credit facilities at reasonable rates in cases 
where such credits are generally refused to these 
individuals, Also to rehabilitate the human personality 
in considering him not by virtue of his wealth but 
by taking account of hig moral value. To enable a 
group of people to become familiar with the administra- 
tion problems regarding the monies deposited in their 
caisse, and to acquaint them with the administration 
of a budget and to promote the development of the 
necessary qualities required for Savings and for the 


upholding of the obligations that have been undertaken, 
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and to enable a group of individuals to devote 
Uhemselves tocthe’bénefitiofethetr felbowacitizens 
by developing .a sense of golidarity and mutual 
responsibility. 

THE CHAIRMAN: Those are the various features, 
They are undoubtedly features that distinguish 
your operations. from: thoge of the chartered. banks. 
and the institutione that we are accustomed to call 
banks. 1 om, Lniverested TO find out ac much ae: L 
can through our hearings acrogs the country as to 
what the views are of the various institutions which 
are not now regarded as banks but perhaps constitution- 
ally would come under the bank section of the B.N.A. 
Act, and I have no answer to thig problem -~ if it 
does become a problem ~- and I am very much interested 
in what you have to gay about that, and I appreciate 
very much your answer to that question. It is very 
comprehensive and very full. Ae I understand it,. 
the purposes of your inetitution are of a local nature, 
to begin with, and it is really a matter of property 
and civil rights rather than a businege carried on 
for profit, and also for dealing with the public at 
large, largely including business and all sorts 
of activities who may wigh to have their services, 
That ig the main line of distinction as you see it, 
Now, whether that is the proper, legal digtinction or 
not I am not in a position to say, and nobody so far 
has apparently dealt with that question, but we are 
very much interested in your views on it and the 


way you have put it. 


- wl ae oa $i -@: 7 r= 4 

3 8 aldane oF bas 

re erent y in =~ £0 a hee a i 
q 


— - 


stoveb oF ateubtvtbel to quot 


oy - sd nis 
> 

anestito wolfe wt old to Ji toned. ei 08 eovLeamod? oS 

isutum bas ytizspifloa to 88198 8, ani goLev.sh xd 


 iitidtanoqaer 


a ‘ i ' & 


Bomtser euolrsy sdj ears eso0dT : MAME AO AT 


: .  Apiugotietp ted? sswdsssel ULbotduebsw sis yodT 
fc peetcarient get 40 osont most BnolISi9GO, IWOY 
2 ffso of pemotayoos srs ow tsdt anoFIssi se act ads bas 
7 i 38 fone 2F tuo batt of bev seaport ms I. «sas 
iy ” ot 88 yxtmuoo edt 320196 agntysed wo dgvotd? aso 


iu S 


R dofdw esottusivant avolizsyv oii to sis awelv ont srw 


ee oeege ar sqed1sq tud adasd @s bebisge1 won Jon 918 

Se .A.U.G edt Yo mottoes ansd sf3 websy smoo binow YLLs jE es 
ti ii -- meldoxg afd ot tewans om sved I bas , oA iat ; 
i. pete gotevat doum yrev ms I pas -~- meldotq & smooed 2S0p ja ; 
& yrev ai jl ssoftesup tedt ot tewans 1wwoy doum Yrsy iy 7 
abe eh baststebay I aA .fint yrev bas svi ansdeitqmos ” 
courts isoof s to srs nolivuigiseni  mW0y ¥0 gospogiuq odt fl 
% yixegorg to 1SsJism s yifsex al ti bos .dtiw otigsd os los ; 
a fo belxuso asenlaud 6 nsdt yodisy atdgix Livio bas F ; 
bs ts offdyq oft ditw goifssb 101 oa8ls pas . Jf tong tot ise : aN 


a = 


as TOR ifs bis seen aud gitpuloni ylegisl 2 Sgisl jeg 
_Beolvies uledt sved oj datw ysm odw selttivitos to g 
jt 998 voy 38 sotsonttath to satl atsm oAd af tedT 
‘10 nottontteth Lsgel .1rsqorq odd al tedd trediedw,.wov 
: "St 08 ybedom bas .¥se oF soliisog s ml ton ms I, Jom 
exs8 ow tud .notteeup isd djiw tisep ylinersags nae | t 


> @ ion 
a 


edd bas ji mo awoly nNoyY ot beteonesat’ doum, wa * Hes 


Pe 2 tug ovsd 


Nethercut &é Young wn 1852 ~ 


Terente, Ontaric 
We thank you Mr, Lamarche for coming 
here today and for the interesting information you 
have given us. 
We will now eaeuRe URGE So. AEM, 
tomorrow tie A. We will have the submission of the 
Quebec Savings Banks, 


--- Adjournment. 
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SUMMA RY 

I submit that small industry -- here defined 
as manufacturing and construction companies having 
combined debt and equity needs of less than $2 million - 
does not receive the amount of financial support it 
needs and deserves, 

This situation arises from the relative 
Shortage of business development capital in Canada, 
as compared with other highly industrialized societies. 
It is aggravated by the tendency for the limited 
available supply of institutional and private funds 
to become channelled into major corporations, real 
estate, mining and other non-manufacturing enterprises. 

Legislative measures have been taken in 
recognition of, and to alleviate, the scarcity of small 
industry development funds. These measures have proved, 
in practice, less effectual than might have been hoped 
by Parliament and the business cOmmunity. They have 
been particularly disappointing insofar as companies 
having rapid growth or approaching major corporate 
status are concerned. 

This’ brief makes’ reference’ to’ Trade’ Creditors, 
Insurance Companies, Finance Companies, Chartered Banks 
and Industrial Development Bank and the Public Stock 
Markets. Some lending practices and limitations of 
the Banks are examined and the following conclusions 
are drawn: 

i. The Chartered Bank maximum lending rates 
are set too low to permit sufficient 


participation in development situations 
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which, by nature, involve unusual risk and 
administrative effort. 

ea The Small Business Loan Act needs more induce- 
ments for the Chartered Banks to extend its 
theoretical advantage to the business 
community. 

ee The Industrial Development Bank is duplicating 

much of the service supposedly provided under 
the Small Business Loan Act, and failing to 
support adequately growing companies by way of 
debt and, more particularly, investment. 

A The small manufacturer needs better protection 
than is now provided in event of unscrupulous 
creditors! bankruptcy, and relief from the 
complexity -- if not the amount -- of 
corporation tax demands upon him. 


It is therefore recommended that consideration be 


given to: 

bie Permitting bank lending rates to approach 
10 per cent in appropriate situations. 

Lis Encouraging small business investment by 


Industrial Development Bank, or through 
Small Business Investment Corporations along 
the lines of recent U.S. practice. 

3% Making more frequent use of long-term 
bank debt wherever: investment is desirable 
but impractical. 

A Providing more rapid and more imaginative 
aid in situations where prompt action is 


necessary to preserve the flexibility of small 
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business. 
on Undertaking a detailed study of the 
financial problems and needs of private 
corporations approaching, yet still too 
small to economically command the support 
of, public ownership. 

These and other observations contained in 
this brief are submitted by the writer in his personal 
capacity as private consultant to small industry. 
There is no actual or implied sponsorship or identifica- 
tion with other groups or individuals. Nevertheless, 
Similarviews are believed to be held unspoken by many 


small industry principals. 
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BRIEF 

It is generally agreed that establishment 
of new, and continuation of existing, secondary 
industries in Canada is desirable. They contribute 
to employment, help to reduce the international 
trade deficit, convert some of the nation's abundant 
raw material supply and lend stability to the economy. 
Geographic and population factors to some extent limit 
the types of secondary industry which the country 
can support with advantage. Nevertheless, many 
desirable avenues for increasing exports and/or 
reducing imports remain unexplored or undeveloped. 

Lack of sufficient capital is one important reason why 
this situation prevails. 

The United States and some other nations are 
more liberally endowed with risk capital than is 
Canada, because of their broader and older established 
industrial base. Appreciable quantities of their 
"surplus" capital are invested in Canadian primary 
industries. Unfortunately, only tariffs provide 
incentive for foreign investment in secondary industry 
as such action may tend to reduce demands on conversion 
plants already owned and operated in other lands. 

Thus secondary manufacturers can only look to domestic 
sources for the financing required by their operations. 
Such factors as limited disposable income, and taxation 
policy slow the rate of private capital accumulation 
and eengel industry to use substantial amounts of debt 
in place of equity to complete its capital structure. 


The use of debt requires security based on 
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proven earning power and fixed assets. Small and 
especially new manufacturers naturally have more 
difficulty meeting these criteria than do larger or 

older established ‘organizations. Yet often the relative Vy 
light demands of small manufacturers are more vital to 
them and, if satisfied, may well prove to be the most 
rewarding to the long range national interest. 

Small industry -- which for this purpose 
is defined as manufacturing and construction enterprise 
unable to command financial support through the public 
stock market at economical costs -- may ‘have justifiable 
combined equity and term debt needs approaching 
$2 million. The first is difficult to attract or weitlet e 
and the second may be prohibitively expensive. This 
is more particularly true as the requirement passes 
say $250,000 and may account for the number of growing 
concerns that fall prey to certain promoters with 
little interest in corporate well-being. 

The current financing position of these 
companies is usually strained because cash generated 
from operations is largely expended on necessary fixed 
asset acquisitions and/or debt retirement. Short 
term creditors are, therefore, asked to "overfinance" 
current assets. The ceiling set on chartered banks! 
lending rates undoubtedly lowers their "resistance 
point" and trade creditors have to set tight limits 
in order to preserve some degree of liquidity for 
themselves. 

The outcome of this type of "thin equity" 


financing is the high leverage unintentionally enjoyed 
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by many small industrial, principals. Leverage, so 

high in fact, that they willingly part with much of 
this advantage by paying interest rates of 18 per cent 
or more on: short to medium term credit. These 
borrowings with their too high interest rates and rapid 
repayment terms injure and sometimes "kill the goose 
that lays the golden egg". 

The nature of successful industrial enter- 
prises is to require capital growth at the same or 
greater rate than, and always in advance of; production 
increases. Large capital outlays are generally 
necessary prerequisites to notable increases’ in output 
or earnings. Financing difficulties may. slow°up oe 
indefinitely postpone desirable expansion, 

New companies starting from the grass roots 
of a sound product, technical proficiency, strong 
ambition and adequate administrative ability are: 
further handicapped unless the principals are unusually 
well placed in terms of available investment funds. 
Their organizations lack proven earning power and 
Special equipment needs may consume all available monies 
leaving nothing for operating capital or vice versa. 
Outside equity is difficult to attract because the 
sources areounknown (or wholly committed to real estate 
speculation) and, too often, because the cost of such 
outside support: is too high to the extent of control 
transfer such equity can command. 

Those new industries which manage to create 
new markets, using term debt, are frequently compelled 


to confine their asset programmes and operations to a 
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low, level where, at best, progress is slow or,-worse, 
activity is at uneconomically. low levels... Meanwhile, 
larger corporations may take over the newly developed 
volume markets which the smaller have created. but 
cannot satisfy. 

Product development by small companies for 
sale of manufacturing rights to. major producers. may be 
desirable. Unfortunately, the possible economics of 
this arrangement. are negated by the fact that, the 
development company's earnings are erratic unless a 
steady. product flow is retained and. this kind of 
financial, picture attracts little equity investment 
and commands. practically no debt support... There re 
neither. inventory or receivables of conséquence nor 
common purpose fixed assets.to support conventional 
mortgages. i 
The prospect of capital gain with attendant 
tax advantages, stimulates some private investment 
in industry. but, apparently, offers Rae a 
inducement, to attract.more than.a small portion of 
the amount needed. . Moreover, the limited funds that 
do exist. tend to pass into well established corporations 
because of the restrictions set UDO a os or within -- 
insurance companies.and similar institutions. 

The lending activities of chartered banks 
are somewhat. restricted by internal. policy and the 
Bank Act... Short/medium term debt requirements have 
been filled to. some extent by equipment finance 
companies and.the like. The latter's contribution 


to industrial advancement in recent years is undoubted. 
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They must, nowever, loan fundscat interest rates 
sufficiently high to cover operating expenses and, 

of course, earn a satisfactory return for the risk 
taken. These rates, when coupled with short repayment 
periods, tend to cause heavy cash outflows from 
manufacturing operations and compel continuous 
re-financing, thereby negating much of the apparent 
advantage of this» form of=debt. 

It -is presumed, from the Industrial Development 
Bank, Small Business Loan and. associated Acts of 
Parliament, that enlightened economic and political 
Opinion: has recognized the need and justification for 
Supporting small business: Appropriate legislative 
measures have been taken with: the result that --. on 
paper -- Canada: probably has advanced further than 
any other ration in fostering small business: opportunity, 
with the possible exception of U.S. Small Business 
Investment Corporation activities since: 1958. 

The practical: application of government 
legislation has also set an example that such groups 
as\the U.S. Small Business Administration and British 
Finance Corporation for Industry and Commerce’ might 
well emulate. Nevertheless, international leadership 
Should be a’ stimulus to further advances, not a 
justification forvleaning on laurels earned. In the 
writer's opinion, some of the legislative enthusiasm 
has died or been extinguished at the’ level of positive 
action by unforeseen and as yet unresolved problems 
or by policy restrictions.created by authorities 


responsible for putting the legislation into effect, 
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Without judging the correctness of 
interpretation or policy decisions, I would venture 
to say that a notable segment of the business community 
is confused. Not because of a continuous movement 
of policies in one direction but because of vacillation 
evident from a proprietor's personal experience or from 
press comments, on changes in lending policy. 

Small manufacturers seldom are able to undertake 
necessary long term planning and, when they do, assurance 
of future capital availability is not forthcoming, 

The distant future is, naturally, less clear than the 
near present. This does not justify, however; the 
common situation where a company principal can be 
progressively less sure of future relations with: 

(a) Trade Creditors 

(b) Equipment Suppliers & Financers 

(c) Chartered Banks 

(d) Industrial Development Bank 

(e) Investors 

Manufacturers have personal experience in both 
giving and receiving trade credit and can forecast 
trade behaviour fairly accurately. Thé:sale profit 
motive evident here carries through to equipment 
Suppliers and finance companies, making their action 
predictable to: some extent. 

Chartered banks not only are, by nature, 
more austere, but also their quick response to so-called 
general "tightening" of credit can be most disconcerting. 
The poor initial output of Small Business Loans, which 


they administer, hardly justifies the high hopes which 
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many businessmen held for this legislation. 

The Industrial Development Bank has periodic 
bursts of enthusiasm, then reaction, which my 
thoroughly confuse a businessman with dual interests, 
only one of which can obtain support, because separate 
loan abplseatteie were made at different times in the 
pendulum swing. Also, he may believe a less worthy 
competitor is peing "subsidized" with assistance 
which he himself has been refused, 

Finally, investors are expected to remain 
impulsive, as evidenced by the current popularity of 
Junior industrial stock issues. Investors are also 
scarce, 

There are many existing and potential 
industries that lack the finances they deserve. Also, 
there are many that do not make profitable use of monies 
available to them. It is desirable that some method 
be devised for gearing availability of capital directly 
to a company's return on capital structure. 

Some proprietors’ overestimate their own 
relative merits and contribution to prosperity. Conversely, 
they are entitled to more non-financial considerations 
such as reductions in questionable income tax and 
bankruptcy policies and political patronage. 

To protect the flexibility of small business 
it is also very desirable to speed the processing of debt 
arranagments, which from the viewpoint of many Small 
Business Loan and Industrial Development Bank applications 
leaves much to be deSired. There is a danger that protrac ed 


negotiations will cause an applicant to miss a worthwhile 
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Opportunity or accept whatever is eventually offered, 
rather than disclose an intelligent change of plans 
and needs at the risk of undergoing further delay. 

The proportion of repeat Industrial Development 
Bank borrowers, 22 per cent in 1961 could be indicative 
of their success and satisfaction with this source of 
financing. Conversely, it may mean that borrowers 
have to return on account of inadequate financing in 
the first instance because loans, which must be retired 
in a few years, are being made where investments would 
be more appropriate to companies! growth needs. 

Arrangements for blended interest and 
principal payments should more frequently be made 
available to I.D.B. borrowers, at least for land and 
building programmes. Not only is this a commonly 
used and better understood industrial practice, but 
it also goes some way towards recognition that physical 
facilities are generally and properly purchased oversize 
for immediate requirement and only enter the stage 
of full utilization, and profitability in the latter 
years of their, life. 

The average amount. owed, per I.D.B., customer 
has declined rapidly from $94,000 in 1956 to $56,000 
in 1961. Assuming the amount owed is in the neighbour- 
hood of 50 per cent of the depreciated value of customers|' 
fixed assets, one might infer that the average customer 
has fixed assets worth just over $100,000. Many single 
items of equipment could cost this much, as would just 
20,000 sq. ft. of unequipped building. 


The average amount of I.D.B. loans authorized 
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in fiscal 1961 was $52,000. 
of all loans made in that period were below the $25,000 
upper limit of the Small Business Loans Act. These 


figures hardly suggest that this source adequately 
caters t o the needs of companies attempting to bridge 


the gap between the smallest proprietorship and the 


publicly owned corporations. 
Distribution of the limited equity and debt 


financing is largely determined by a Risk/Reward 
If the Reward (interest adjusted for expenses 


equation. 
and losses) is fixed arbitrarily then must the maximum 


debt financing available be limited by considerations 


of security (including equity) and earning power. 
and Industrial Development Bank 


As the Chartered Banks 
interest rates are circumscribed it follows that the Ris 


component of the formula must be held down unless a 


greater risk is assumed by finance companies at interest 
The broad field 


rates three or more times higher. 
between these two extremes is practically unexplored. 
It is surely desirable to fill this gap if companies 
are to avoid the opposing dangers of uneconomically 
small asset programmes or prohibitively high interest - 


costs. 
Many companies have worked their way from 
Both lenders 


high interest financing to a lower level. 
and borrowers should be congratulated for making this 
Nevertheless, it would 


desirable transition possible, 
seem desirable to ease this process by enlarging the 


range of finance company and bank interest rates so 
that they meet -- comfortably -- at about the 10 per cent 


“dulata a Stott 
Gnd ‘teq’ a aede nt “LO00, S24 aa reer Hesmamat 
000, 88¢ ord woled sxsw bolsq Yai at obaw ensol Ifs to is 


seed? .9oA encod eeentand flame ot to Vtmtt sagas Je 
“yledsupebs sored edd gers Jeegaue yibtsd seivglt Poo 

 gaptad od gatdgmetds eotnsartos to ebssn Bad o + etedso | oe 
eid Bas shits dak Jeol fama ae neewied gay ant ‘a 
lai le 


~anof Saueaatie? berwo yl siidugq 


tdeb bis yiiwps bedimt! ont ere ie 
 prewel\werh s vd Aaniorretsb yleagrsl ef antonentt 18 
asenegxs 16% beveutbs daetetat) biswot eft YI .mebdsupe Ce 


| 


| 
mumixem ond Jeum asdd vitverdidrs bext?t et (eeeeol bas ft 
anotdexebienoo yd bedtimtl ed efdelfave satonantl vdsb | 
tewoo gaitnras bos (yttups gntbuflont) yiinwooe to fe 
wnsd Jusmgolsved {[sixseubal Bas ennsd berreduelO odd eA at 
faifl ond gedt eawolfot sr pedivoemmorts ots eodst daotedat yer 
s gesinu nwob bler sa Jeum alumxoet edd to’ Jmanogmos ee 
Jeetosnt ss aetasdmos soriealt vd bemteas @f wats revsets VI 
brett Beord sdT .tengin esmtt srom to setdd aetsy gt 
 pertolaxenn vilsoitosiq et asmetdxe ows sasdy noewsed Qt 
astweqnos tr qeo arAd ILfT of eldertesbs ylouwe et II Os 
Yilsoitionossay Io axegnsb anlteoqqo att btoves of ete PES” 
tasitesiani ratd Ylovictdi nord <O Bemmarsorg toeas Ilame z 
8809 ‘oe 
mort view risdt boNtow svsd asinsqmios yieM dS 
ayebnel dod . (evel tewol s od ghtopiént? deoredat fata |e 
eins sntwsm tot bin ain uritieenaiine ad bivona erswotiod brs } OS 
bivow 3st .gacisditsvell .eldreeoq norstenstd Stdertaen [3S 
afd satersine yd #easoorTg etdd sess of sldattesb mese | 


og aster tesrotnt dasd BAe Yaeqmoo sonantt to ssnst 


1 Oe ee ee ee een ee ee emer 


Nethercut & Young 


Terento, Ontario A1545 
level. 

Recognizing the fact that businessmen prefer 
to pay higher interest rates as the security risk of 
their proposals increase, rather than arbitrarily 
reduce the risk (programme) to fit a rate in the region 
of 6 per cent; it is suggested that the chartered 
banks and the Industrial Development Bank be permitted 
to charge higher rates. The latter should also be 
prepared, in practice, to lengthen repayment terms 
to provide a better substitute for the investment 
they seem unable to make in more than a very few cases. 
This action would necessitate more frequent supervision 
of accounts, which is both desirable and economically 
feasible if the cost is reflected in the interest’ rate. 

It takes many years for even very profitable 
Small manufacturers to build up a net worth of 
$1 million, if term debt servicing consumes all 
depreciation. Meanwhile, corporate taxes of almost 
the same amount have been paid and employment has been 
given to many people. I submit that Canada can ill 
afford slow industrial development caused by inadequate 
Supplies of loan and investment funds; moreover, these 
should be’mad® available to hasten the growth of small 


manufacturers who can use them profitably. 
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La Federation de Montreal des Calisses 
Desjardins and the Casses Popularies which are 
affiliated to it are governed by statutes of the 
Province of Quebec which are cited under the title 
of "An Act Respecting Co-operative Syndicates". 

To,avoid ambiguity, we are permitting ourselves 
atuthetoutcometofsthis brief,to affirm that the organ- 
ization which we represent iS a savings and credit 
co-operative related exclusively to provincial 
jurisdiction. Consequently, our participation eopboase 
be considered as an acceptance of the jurisdiction 
ofthe Commission on bs cnieieneiin ae of La Federation 
de Montreal des Caisses Desjardins but as an SM Bel 
of our desire, to furnish the Commission with inform- 
ation which will enable it to complete the studies 
which it is undertaking. 
lasnintroduction 

After Mr. Alphonse Desjardins had founded 
the co-operative movement by the formation of two 
Caisses Populaires at the beginning of the 20th Century, 
the Provincial Legislature of the Province of Quebec 
enacted in 1906 the first act governing co-operative 
Syndicates in the Province of Quebec. The development 
of the co-operative movement and the increase in the 
number of Caisses Populaires necessitated the grouping 
of these units into a Federation. 

For,.a long period of time, all of the 
Caisses Populaires Desjardins were affiliated ina 
Single federation known as "La Federation de Quebec 


des Unions Regionales des Caisses Popudaires". 
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ao COrigdim 

On the 12th of November 1945, eight Caisses 
Populaires of the diocese of Montreal separated them- 
selves from La Federation de Quebec and founded La 
Federation de Montreal des Caisses Desjardins. 

Two principal motives were the cause of the 
foundation of this new Federation. 

These Caisses were convinced that 
decentralization would better serve the ends of the 
co-operative movement, and further, they were all 
Opposed to the extension to the movement on a national 
basis. 

By this decentralization, they could obtain 
a more uniform composition, and the new federation 
would answer the needs of a specific region. Secondly, 
the internal administrative problems related to 
inspection influenced the Caisses to form the new 
federation. 

3. Caisse Populaire 

The Caisses Populaires constitute the elements 
of a federation. We feel it necessary that a close 
examination be made of the functions of credit and 
savings syndicates and that their essential character- 
istics be explained. 

A. Shareholders 

We term the shareholders the members of a 
Caisse poputatre wh@ have purchased a share or shares 
of its capital. Like all co-operative organizations, 
the Caisse can only exist through the medium of 


Shareholders; in fact, the statutes oblige the Caisse 
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to deal only with members and therefore only those 
persons who have been accepted as shareholders can avail 
themselves of the benefits and other advantages of the 
Caisse Populaire. 

The Act respecting co-operative syndicates 
and the by-laws of Caisses determines the conditions 
of membership. It should be noted that it can only be 
composed of persons who have their residence within 
the syndicate's legal territory. Each member must 
purchase at least one share valued at $5.00 and all 
members or shareholders are responsible for any debts 
of the Caisse up to the amount of its shares paid up or 
Subscribed. In order to promote economy amongst | 
School children, this regulation has been waived 
for them: The caisses accept their savings deposits 
without asking them to subscribe to share capital. The 
by-laws provide for two categories of shareholders. The 
first is composed of persons who are capable of 
contracting and who have their residences in the 
Syndicate's terfitory. These members are the only 
members who are allowed to participate in the general 
meetings of the Caisses Populaires. It is important 
to underline the fact that the right of vote is 
accorded to a member because he is a shareholder and 
is not based on the amount of shares which he holds 
in the organization. The second category of shareholders 
is designated as auxiliary members, comprised mainly 
of minors, married women, and members who no longer 
live within the territorial limits of the Caisse. 


Even though the second category of members 
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subscribe to the capital of the organization, they 
are not allowed the right to vote at the general 
Sessions of the organization. They are also not 
eligible for election to the Board of Directors and 
the Credit and Supervisory Committees. 

The active members who have a right to vote 
elect, from the ranks of the shareholders, those who 
will be members’ of the Board of Directors, Credit 
Committee and Supervisory Committee. None of the 
officials selected for these various committees receive 
any remuneration. The only individual who receives 
a salary is the Manager of the Caisse, selected by 
the Board of Directors, within its ranks. 

B. Organization 

(a) Board of Directors 

The shareholders must elect a Board of 
Directors, and the members for this board are chosen 
from among the ahresholders and should compose a group 
of not less than fivet’ individuals and not more than 
thirteen individuals. The members of the Board of 
Directors are elected fora period of three years, 
with staggered terms. They can be re-elected. 

We find that the obligations and powers of the 
Society are explained in the Act respecting co-operative 
Syndicates. By and large, all matters not explicity 
referred to the Credit or Supervisory Committee by the 
Act or the by-laws all come within the jurisdiction 
of the Board of Directors, which is responsible for 
the good administration and the growth of the society. 


It has full jurisdiction on such matters as the hours 
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of operations, the hiring and the setting of salaries 
for various employees, and all other administrative 
problems. The Board in the exercise of its juris- 
diction, can approve new members for admittance to 
the organization and can regulate the transfer or 
withdrawal of shares. The Board determines, within 
the limitations of the Act, the manner in which to 
utilize the surplus: funds: and suggests at the annual 
meeting the distribution of profits in dividends and 
rebates. ‘The Board is’ also responsible’to fill in any 
vacancies that occur in any of the committees during 
the year. Finally, the Board of Directors is responsibl 
for the administration of the Caisse Populaire as 
prescribed by statute and the by-laws of the Caisse 
orothe regulations of the Federation to which the 
Caisse is affiliated. In order to accomplish more 
efficiently the tasks assigned to the Board, an 
executive committee is formed and is composed of a 
President, a Vice-President, a Secretary; and the 
Manager of the Caisse. By virtue of the extensive 
authority vested in the Board of Directors, it is 
responsible to the shareholders for the success or the 
failure of the enterprise and the law states that the 
members of the Board will be held personally responsible 
for any violations or infractions as designated within 
the statute. 

(b) Credit Committee 

We have already underlined that the Caisses 
Populaires are a co-operative credit and savings unit. 


One of the essential aims of the movement is to furnish 
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its members necessary credit which they are unable 
to obtain elsewhere or by any other manner. This 
credit is given in the form of loans and this matter 
is left to the sole decision of the credit committee. 
The shareholder who wishes to obtain a loan must 
make application to the credit committee. The credit 
committee is composed of three members, and these.are 
elected at the annual meetings of the association. 
The members of the committee are generally elected 
for a period of three years with staggered terms. 
It Should be added that the Manager of the Caisse 
fulfills the role of the Secretary on the Credit 
Committee. The loan is usually granted in the form of 
hypothec on real estate, or of promissory note... The 
maximum amount to be made available for personal loans 
is determined at the general assembly meeting. However, 
in practice, it does not exceed $2,000. .The.members 
of the credit committee are the only individuals who 
can accept or refuse a request for the loan and that 
decision is based on the purpose of the loan, the 
character of the borrower, and his financial, situation, 
as well as the other factors required to assess the 
risk. When the loan requested is in the form of a 
hypothec on property it is necessary that the credit 
committee: visits the property concernéd in order to 
determine its actual or market value. The manager 
must arrange for the Shareholder to prepare a question- 
naire on his complete financial situation and the 
evaluation of the property being considered for hypothec. 


Members of the Credit Committee are responsible 
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for determining the rate of interest for each loan 
and also the method of repayment. The Committee is also 
responsible for the assurance that all borrowers are ful 
filling their obligations ‘to the Caisse regarding their 
loans. In the case of any shareholder defaulting 
in the repayment of his loan, the Committee will refer 
the matter to the Board of Directors, if all-efforts 
have failed to arrange for the repayment of this loan. 
It will be up to the Board of Directors to decide on 
the method of recovery for the funds outstanding. 

Generally, it can be stated that the Caisses 
have never sustained any losses as a result of loans 
for hypothécs or for loans guaranteed by ANTS eh: 
The losses which have resulted from personal loans 
represent such a small portion of the business carried 
out by the various organizations that they are really 
not worth mentioning, and are usually absorbed by 
current income, sometimes by the reserve fund. “Some 
Caisses Populaires have established a contingent 
liability fund .toSguardiagainstopossible losses of 
loans. In view of the role of the Credit Committee, 
the Act and by-laws do not permit any of the members 
of the Committee to borrow funds for their own personal 
purposes or to endorse any notes on behalf of any of 
the shareholders. 

(c) Supervisory Committee 

This third Committee provides the shareholders 
with an instrument with which to scrutinize the work 
of the Board of Directors and the Credit Committee 


to ensure that the affairs of the Caisse are conducted 
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in accordance with the wishes of the general meeting 
and also in accordance with the regulations as 
prescribed. The three members of this Committee are 
elected in the same manner as the members of the other 
Committees ly a meeting of the General Assembly. 
In the exercise of their general duties, members of 
this Committee are responsible for the examination 
of the books of the Society from both an administrative 
and financial point of view and to arrange for the annua 
examination and audit of the operations of the Caisse 
by the regular inspectors of the Federation to which 
the Caisse is affiliated. 

The Supervisory Committee must notify the 
Board of Directors in writing of any irregularities 
which it has detected and also inform the Board of 
adequate measures which should be taken to rectify 
the shortcomings. . Iffaétion is not taken immediately 
to rectify these discrepancies, the Committee has: the 
authority to call a general meeting of all shareholders 
in order that appropriate decisions may be made in 
regard to these matters. When the situation warrants 
it, the members of the Supervisory Committee have 
the authority to suspend any employee of the Caisse 
or any members of the Credit Committee. In these 
circumstances, the Committee should call an urgent 
meeting of all shareholders in order that the matter 
may be fully discussed. 

Similarly to the members of the Credit 
Committee, the members of the Supervisory Committee 


are not allowed to borrow funds or to endorse any notes 
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On» behalf of the shareholders, - 

Shareholders, Credit Committee, Supervisory 
Committee, Board»sof Directors, such, are the essential 
elements in the organization of the Caisse. In-order 
to permit. these various groups to: obtain maximum 
efficiency in the performance of their. respective 
roles, the Federation plays a most essential, part 
as a technical\ counsellor to these various bodies. 

In a further.chapter: of .this) brief,,we.will.~deseribe 
the functions of the Federation, and how.it proceeds 
to fulfillsits, role without. impairing the..autonomy 
of the Caisses. 

C. Operations 

Essentially, the Caisse Populaire receives 
from its operations the necessary funds which.permit 
it to lend: money to the shareholders and.to realize 
benefits which are rédistributed in the form of.bonuses 
on share capital, interest on savings: and. rebates. 
of interest.on loans. 

Share Capital 

We have already seen that each. member is 
obliged to purchase at least one share of capital 
in the Caisse. This subscription demands an entry 
fee varying from $0.10 to $0.60 a share, that goes 
into the reserve fund... The maximum number of shares 
Which may be held ly any Shareholder is determined 
at the annual. meeting and this amount may vary from 
50 to 600. shares. This is. usually. established as a 
percentage of. the capital in relation to savings... 


In general, the number of sharesusually. represents from 
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5 per cént to 10 per cent of savings. 

Savings 

Conscious of promoting thrift amongst its 
members and in order to cater to the various financial 
Situations of its members, the Caisses Populaires 
affiliated in the Federation de Montreal have 
established four categories of savings accounts. 


Ae Regular savings accounts. These accounts 


are subject to withdrawals on orders of payment 


and accrue interest at the rate of 3 pér'cent. 


Mm 


Special savings accounts. These accounts 
demand, in certain cases, a minimum deposit 
and are not subject to withdrawals by orders 


of payment. The interest payable on these 


accounts may vary from 4 per cent to 5 per cent. 


3h School savings accounts for the benefit of 
School children. The funds are collected 
in the local school and are deposited with 
the Caisse afterwards. 
1b, Term Savings Accounts without withdrawal 
privileges’; including trust funds for endow- 
ment purposes, etc, 
With the money received from its members, 
the Caisse loans, in accordance with the limits 
permitted under the regulations, necessary sums to its 
members, 
Loans 
We have seen in the chapter relating to the 
credit committee that two types of loans are available 


from the Caisse to its members, and these are the 
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personal loans on promissory notes and loans made 
in ithe form of hypothec on property. 
It should be indicated here that property 
loans are normally granted for from 50-80 per cent 
of the actual value of the property in question. The 
hypothec Mae Paap made to the benefit of the share- 
holder, he is' always allowed to effect repayment 
in whole without indemnity when his financial situation 
permits: him: to do so. Partial payments: are made on 
a monthly basis and, in certain cases, on a three-month 
basis... The normal. duration for a mortgage loan varies 
3-5 years, although the poiiecie payments are calculated 
on amortization’ periods ranging from 10-15 years. ; 
With regard to personal loans, these may be 
described in the following four categories: 
des A. loan covered by a promissory note with 
or without endorsers; 
Co A loan which is guaranteed by securities 
as described in Section 40 of the Act; 
Bre A loan which is guaranteed by shares in the 
Caisse and; | 
Me. A loan which is guaranteed by money ina 
savings account. 
The rate of interest varies from 6 - 9 per 
cent per annum on the balance outstanding each month. 
This same rate of interest is applicable 
to hypothec’ loans; . however, it should be pointed out 
here that this amount includes the premium for life 
insurance for the value of the loan in question. The 


maximum amount of insurance obtainable is $10,000. 
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1 The Caisse has taken advantage of this scheme for the 
2 benefit of the member concerned,.as, well-as..for.the 


3 benefit of his heirs. 


4 investments 
5 After having satisfied the loan demands 


6 of its members and also being assured that sufficient 


7 funds are available for the daily operations of the 

8 Caisse, iteis-authorized to:make.the following invest- 
9 ments-in accordance with Article 40 of the Act 

10 respecting co-operative eeriaeti An extract of 


11 Article 40 reads as follows: 


12 "All the investments. by such credit 

13 associations must be made in stocks or 

14 debentures of the Dominion of Canada-or the 

15 Province of Quebec or expressly guaranteed 

16 by the Dominion, or the Prov.ince,.or-in-the loans 
17 of any municipality en of any school corpora- 
18 tion in this Province, or in-duly authorized 

19 loans for the erection.or repair.of churches, 
20 presbyteries; or cemeteries in this province, 
21 or in the loans of.fabriques or ecclestastical, 
22 er religious :corperations in, this Province, 

23 ORolajrealsestate of athis.-Prevince sor on a 


first privilege or first hypothec to an amount 
not exceeding three-fifths of the municipal 
evaluation of real estate effected." 
All of these investments are submitted to the 
Federation for prior approval and, with-the exception 
of debentures of the Dominion of Canada, these do not 


exceed a period of ten years before reaching maturity. 


4% % 
lp i } 


ae cw een 


. 


2a 
¥ 
Bie 


| ay i aay ak 
cE 


a 


abremab creol ond betterdde antved tottA 
tnetottinve gedd bewveas gated oals bos arsdmom ech to 
edd “to sai ch tina ylisb ond yot sldelfave ois about 
 steevet gntwolfot odd onsm og bet tsat an Fs a BR spliee tile 
to Ar orld To OF olotdawA Attw s9nabioses mi ednrem 

to: Yoersxs vA ae ovitereqo-00 an bd oeqasr 
rawoffot es ebeser OF eLotdrA 


t+tboro dove vd edaemdteovnd edd ILA" 


| ~o exoote at obem od Jeum anotisioosas Ee : 
“i i eid 10 ahensd to nofiatmod add Io BeTUINSAaSsh ; le 
A Se | 1 \ 
A . HsSJNSTIBNS ylaaeraxs two ssdeve ‘to sornivoerd Sas er i 
 leneos sndtont Yo soaLvord ans Yo noitnimnod edd yd lag 
‘a -sieqioo, [oordse yoB to TO vsti sate trum yng to lee ih 
i pestyodtue Ulyb nk vo. Somtverd atdd mk mols at iy 
i | ‘pau daniwe to tisqer to nottoots ond tol-ensol je 
i a  sontvorg eidd ni aattroetemes ro .aslasdydeoig os ; 
iM | [sottastesloos yo eoupivdst to ensol sad mt to ke ; 
.sontvord Bint Af enottsrog109 avotgiiet i0 ee 
8 no Yo .Sontvord etdd to sisteo faox nt to lec 
gnyoms os od oedtodyd taenit so egeltving Jgaxft jas | 
fegiotnum end to edditi-seidd antossoxs Jon i 


" petostts states [sex to nottisulsve 


sit od botdtndue sis etnemsesvit seord ‘to [fA 


Nethercut & Y oung 
Terento, Ontaric ALLS 8 


The Caisses vary their holdings in the selectio 
of investments which provide the best return and also 
carefulvcattention° is paid to the various maturity 
periods. The majority of bonds which are purchased 
are retained until maturity has been reached and 
these are accounted for by quoting the actual cost 
price, plus the interest which has accumulated, All 
in all, the Caisses have attempted to establish a 
series-of monthly maturity dates which assure a more 
Satisfactory liquid reserve, 

If the bond or security is acquired at a 
discount, it remains unchanged until its date ‘of 
maturity or until the date Ae itisisaléor Lfearprofit 
is, thus, realized, it is accounted for as capital 
gain. If such a bond or security is purchased at a 
premium, the premium is amortized over the period 
of years to the date of maturity. 

The general revenues of the Caisses serve to 
cover administrative operating expenses, the interest 
on deposits, and contributions to the various reserve 
funds. Any balance left over is distributed to the 
Shareholders of the Caisse in the form of a bonus 
on capital holdings and also as rebates on loans. 

Reserve: Funds 

The Act respecting co-operative syndicates 
Stipulates that the credit association shall apply 
a percentage of its net annual profits to a creation 
of reserve and contingency fund to cover certain 
possible losses whether ordinary or extraordinary 


during the course of the year, and to make possible 
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a distribution of bonuses to shareholders even if at 
the end of the year's operation, no profit is shown 
by the organization. 

Article 39 of the Act governing the co- 
operative syndicates and Articles 47 - 51 of the Statutes 
of the Caisse outline the mechanism ®r the operation 
of these two funds. 

security 

The Caisses affiliated in the Bénedabion de 
Montreal are all equipped with safety devices to guard 
against ‘loss by "theft ae Wel} "48 by “loss “by “ftre* 
Steps have been taken to provide the Shareholders 
with a reasonable degree of security for’ their’ savings 
entrusted to them. 

At the administrative level protection of 
the shareholders is assured by the built-in internal 
controls of the Caisse as this was explained previously 
ia thistbrret, °'Pra “addition ore "Catese Olds an 
Trsurance poltey “with Pull coverage against Traud 
and theft and also to cover other irregularities. 

Characteristics 

We now have a better understanding of the 
essential characteristics of the Caisse Populaire 
in regard to its constitution, methods of operation, 
and the objectives which are pursued. The Caisse is 
primarily a group of individuals who wish to help 
themselves in an economical and social manner. To 
achieve this, these individuals pool their savings to 
constitute a common capital to provide them with benefits 


which they could not obtain alT alone. 
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Each Caisse Populaire, an association of 
persons and not of capital, has its own separate 
entity and its activities are actually restricted to 
a territory which has been determined in accordance 
with the Statute. The structure of the Caisse is 
essentially based on the function of service to the 
members. This is the basis of this unique characteristic); 
one man, one vote. For the same reason vote by proxy 
is not allowed. 

A co-operative syndicate, the Caisse 
Populaire, deals only with its members and the operations 
are mainly in the field of savings and credit. Credit 
is available to its members in the form of personal 
loans and of hypothec loans. Special emphasis is put 
on the moral character of the borrower. The Caisse 
does not provide loans when the collateral is a sales 
eontract or a discounted note. 

The shareholders do benefit from one 
additional service, and that is the withdrawal of savings 
by orders of payment. Data gives evidence that less 
than one withdrawal cheque a month is made by a 
majority of shareholders, (see statistics of the Caisses 
On page le of the supplement to this brief). It should 
be noted that the statistics apply only to the Caisses 
affiliated in the Federation de Montreal and it should 
be further noted that these Caisses are all located 
in the largest metropolitan area of Canada. In these 
circumstances, it is quite evident that the rate of 
turnover of savings in the Caisses is not even remotely 


comparable to the volume of cheques drawn on banks. 
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We have taken a great deal of time to 
explain that the Caisse Populaire has been formed 
without profit motives and that its operations are 
undertaken for the sole benefit of its shareholders 
in the form of interest, bonuses and rebates on loans, 
all subject to personal income taxation. Furthermore, 
the shares which have a fixed value of $5.00 are not 
subject to any fluctuation. This means that a share- 
holder who has one or many shares in the organization 
cannot speculate on the possibility of making non- 
taxable capital gains. The main difference between ~ 
the Caisse and other financial institutions is the fact 
that the Caisse is a plan formulated on the basis be 
providing the best service for the individual and 
his family within the parish level, whereas other 
institutions are prima&Pily interested in Commerce 
and Industry. . 
4, Federation 
The federation is an organization which 

was formed by the Caisses Populaires in order to provide 
a coordinating body for them in their operations. While 
each Caisse preserves its autonomy within the chapter, 
the federation does provide the guidance insofar as is 
applicable to the operations of co-operative syndicates; 
and further, it is in a position to keep abreast of 
important developments in the co-operative field. 

The Federation de Montreal des Caisses Desjardins, 
was founded on November 13, 1945, and at the origin, 
it involved eight Caisses Populaires. The federation 


now counts a total of twenty-two Caisses, all situated 
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within the.diocese..of.Montreal,.with a total of 
assets of $58,411,493.97.. Please refer to statistics 
On,pages. 2 and,3.,0f, the. supplement, 

(a) Organization and Structure 

The regulations. provide for. three, principal 
bodies in the structure of the federation. 

Firstly,. the Caisses. within. the federation 
nominate, delegates which form’ the Congress. This 
congress plays a similar role to the annual meeting 
for the individual Caisses, being composed. of delegates 
of all affiliates. The adminiStration, of the federation 
is. controlled, by the, Central Committee, and. this 
Committee.is.composed of. nine members elected by the 
congress on.a Simple majority for a period of three 
years. Article 29. of. the regulations of the. Federation 
de Montreal des Caisses Desjardins describes the powers 
of the, central committee. 

In.order to.assure, that. the. decisions. taken 
by the central committee are. properly carried out, 
this. committee selects, from within its. ranks, 
an Executive Committee which comprises.a president, 
vice-president, secretary-general, and two other members, 
all of whom are. nominated for a period of one year. 

(hb) .Activities.and-Aims 

To achieve its aims, the federation performs 
many tasks and initiates various undertakings, 
particularly. those of assisting.and,. counselling the 
committees. operating. in.the Caisses to perform their 
tasks with efficiency...Another important role of the 


federation is to enlarge upon the achievements. of. the 
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Caisses Populaires through a planned programme of 
public relations and information. The federation also 
carries on a training programme for managers and 
members of the various committees within the Caisse. 
This is achieved by providing text-books, manuals, 

and operational circulars; by organizing lectures and 
study groups, so as to propagate sound principles 

of efficient administration. 

One of the principal functions of the federatio 
is to provide a complete inspection service which permits 
it to verify the operations of each individual Caisse. 

A team of auditors under the direction of the secretary- 
general of the federation is responsible for accomplish- 
ing this task. 

Each year, the inspection programme is completely 
reviewed in order to make any changes considered 
necessary to promote a more efficient system; moreover, 
the members of the inspection team are rotated in order 
to assure that verification is carried out in the most 
thorough manner. Once an inspection has been completed, 
a written report is prepared and this is forwarded 
to the chairman of the Caisse concerned. A copy of 
this report is also forwarded to the members of the 
Board of Directors and credit and supervisory committees. 
The chief inspector for the federation prepares a 
monthly report in which he cites any discrepancies 
which have come to light as a result of inspections 
carried out by his staff, andthis matter is then taken 
up by the central committee of the federation in order 


to decide on adequate measures to be taken to rectify 
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these discrepancies. 

The federation has an arrangement with the 
Banque Provinciale du Canada to provide the clearing 
of shareholders! orders of payments for all the Caisses 
who form part of the organization. All Caisses affiliate 
may call on the federation when they have special 
problems that need the assistance of administrative, 
legal or accounting experts. 

(c) Financial Arrangements 

In order to cover the costs of the various 
services which have been described and performed by 
the federation, it has ®t up two distinct funds, built 
up, one by term deposits, and the other by demand 
deposits. 

Article 20 of the regulations of the federation 
provide for the constitution of these two funds, as 
follows: 

Article 203 

(The substance being): 

"Fonds a terme” receives term deposits 
equal to. 3 per cent of deposit liabilities of 
affiliated Caisses at November 30 preceding year; 
these deposits are not withdrawable, except for yearly 
adjustment,,. are invested up to 50 per cent in market- 
able securities and up to 50 per cent in mortgages. 
They ‘accrue interest’ at the rate of 24 per cent. This 
finn , together with an annual assessment on affiliated 
Caisses, pays for the inspection, education and 
secretariat services of the federation; yearly, 


deficits or surpluses of the fund are taken care of by 
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a rebate of assessment or an -additional assessment, 
prorated on the basis of the average total assets of 
each affiliate. 

The "fonds a vue" receives demand deposits 
of affiliated Caisses, being their‘surplus cash, 
with balance at least sufficient to cover their daily 
clearings, and are invested in marketable securities, 
They also accrue interest at the rate of 24.per cent. 
This fund pays for the expenses of the clearing 
operations. Yearly, deficits or surpluses. are taken 
care of by rebates or special assessment, prorated 
on the basis of the total number of items cleared 
on behalf of each affiliate. 

The assets of the "fonds a terme" may be 
pledged as security for borrowings required in the 
operations of the “fonds a vue", 

Capital gains of both funds are not included 
in operations but directly affected to "securities — 

joie, 
valuation reserve", each affiliated Caisse however, 
being credited with its proportionate share of such_ 
reserve. | 

The main difference between the Federation 
de Quebec des Unions Regionales des Saleuen Pépulaires 
Desjardins, and the Federation de Montreal des Caisses 
Desjardins is that the Montreal federation does not 
accumulate any reserve fund and that it performs 
its services on an actual cost basis. Any surplus 
resulting from the operations are returned to the 
various Caisses affiliated to the federation and are 


pro-rated in accordance with their participation in 
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im the various funds. 

Summary 

The Caisses Populaires play an important 
role in ons lives of all individuals making up their 
membership. 

The activities of these institutions 
Supplement those of the banks whose primary aims are 
the promotion of commerce and industry. These two 
organizations complement each other and both perform 
a@ necessary function in our society. When each one 
remains in its field of activity and restricts itself 
to the type of customers assigned to it by its structure 
and its Act, there should not be any competition; all 
to the contrary, these two Crganizations complement 


each other and this should be .beneficial to the nation. 


THE BANKS HAVE AN INTEREST IN THE EXISTENCE 
OF CAISSES POPULAIRES . 

THE CAISSES POPULAIRES HAVE AN INTEREST 
IN THE EXISTENCE OF THE BANKS, 

THE GENERAL PUBLIC HAS A NEED FOR BOTH OF 


THESE INSTITUTIONS . 
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2 FEDERATION DE MONTREAL DES CAISSES DESJARDINS 


3 Société régie par la Loi des Syndicats 
coopératifs de Québec 


1681, rue Parc Lafontaine 


5 MONTREAL 


STATISTIQUES DES CAISSES AFFILIEES 
PRESENTEES A LA QOMMISSION ROYALE D* ENQUETE 


SUR LE SYSTEME BANCAIRE ET FINANCIER 


MONTREAL, le 13 avril 1962 - 
29 
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FEDERATION DE MONTREAL DES CAISSES DESJARDINS 


Nombre de 
sociétaires 


(2) 


1,638 
1,638 


Actif 
total 
(3) 


$ 648,682,09 
648,682.09 


872,512.91 
1,349,492.29 


_7,7073,170,40 
9,929,175.60 


101577.857,.69 


263,786.61 
850,712.72 


1,114,499.33 © 


1,194, 254.20 
0 
14,046,557.52 
72183,951, 32 
22,424,763.04 


2315391262, 37 


427,400.44 


1,202,869.18 
1,630, 269.62 


1,047, 468.81 
2,725 ,597.28 
12,455 ,327.39 
32,691,539, 46 
485919,932.94 


201550,202.56 


“ene 
1 
2 
3 
4 
5 l.- Classification des Caisses selon leur actif au 31 décembre: 
Nombre 
6 1950 de Caisses 
Caisses rurales: (1) 
7 (1) Moins de $500,000 - 2 
(5) Sous-total - 2 
8 Caisses urbaines: 
(6) Moins de $500,000 - 3 
911 (7) 500,000 - 1,000,000 - 2 
(8) 1,000,000 - 5,000,000 - 3 
10 (10)Sous-total 8 
(11)Total (5)+(10) 10 
11 
12 
1955 
13 Caisses rurales: 
(1) Moins de $500,000 - l 
14 (2) 500,000 - 1,000,000 - aM 
(5) Sous-total 2 
15 Caisses urbaines: 
(6) Moins de $500,000 - 6 
16 (7) 500,000 - 1,000,000 - ) 
(8) 1,000,000 - 5,000,000 - 5) 
(9) 5,000,000 = et plus nt 
17 (10)Sous-total 12 
(11)Total (5)+(10) 14 
18 
19 
1960 
20 Caisses rurales; 
(1) Moins de $500,000 - 1 
21 e2) 1,000,000 a 5,000,000 re aA 
(5) Sous-total 2 
22 Caisses urbaines: 
(6) Moins de $500,000 - 7 
23'|| (7) 500,000 - 1,000,000 - 4 
|] (8) 1,000,000 - 5,000,000 - 5 
(9) 5,000,000 - et plus 4 
24 || (10)Sous-total 20 
(11)Total (5)+(10) 22 
25 oe 
26 
27 
28 
29 


S 30 


(4) 


25 6 3% 
31.8% 


32.1% 
32.1% 
32.0% 
38.9% 


A1568 


% de ltactif % de l'actif 
en placements 


en préts 


(5) 


64.8% 
58.5% 


40.3% 
48.5% 
54.7% 
50.2% 
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FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
Etat des revenus et dépenses (a la fin de l'année sociale de chaque caisse) 


EVENUS: 1950 EIIO 1960 


— 


(68) Intéréts sur préts aux sociétaires $240,519.42 S21, 134-3a Sloe sty. tt 
(rec. de dettes, hypotheques et 
placements hypothéques) 


(69) Intéréts s/obligations et profit de capital 147,775.78 252,489.11 664,396.49. 
(70) Frais de service tadministration) 2,193.14 9,642.44 34,614.60 
(71) Comm. s/chéques, cheques retournés,échange... ede agora 7,049.27 26,259.12 
(71A)Intéréts regus de la Fédération 8,648.06 20,781.88 55,918.26 
(71B)Ristournes recues de la Fédération We i 10,795.74 29,187.53 
}(72) Autres revenus 19,595,22 41,418.84 127,287.91 
(73) Total des revenus 424,851.04 869,311.61 2,495 ,823.02 
DEPENSES1 
(74) Salaires et boni 91,235.39 112,548.69 322,145.65 
(75) Dépenses administratives 49,140.23 125 5407 «22 363,811.67 
(75A)Propagande et éducation 542.10 2,212.93 16,258.11 
(76) Sous-total (74)+(75)+(75A) 100,917.72 240,168.84 »* 702,215.43 
(77) Intéréts s/épargne 174,955.25 387,268.27 1,139,236.35 
(78) Boni s/capital social 33,410.01 60,548.00 160, 474.35 
(78A)Ristournes aux emprunteurs ___7,028,97 11,524.60 41,402.63 
(79) Sous-total (77.)+(78)+(78A) 215,394.23 459,340.87 1,341,113.33 
\ 
(80) Avoir propre (réserves + surplus) 108,539.09 169,801.90 452,494, 26 
Total (76)+(79)+(80) ' 424,851.04 869,311.61 2,495 .823,02 
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FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
4, 
5 ENCAISSE | 
1955 Mars Juin Sept. Déc. 

6 12) Argent en mains 260, 213,36 
13) Dépdts aux banques | 205 , 265.47 
14) Dépdts & la Fédération 910,730.68 

715) Autres dépdts Salts at 40,850.62 
16) Total: 1,762,632.00 2,090,097.64 1,821,742.99 1,417,060.13 

8 

1956 
9116) Total 1,919,794.17 1,691,305.12 1,669,206.20 1,668,219.21 
10 
1957 
11 6) Total , 2,026,671.29 1,935,756.79 2,053,007.72 2,324,038.68 
12 1958 
(16) Total 3,045,997.61 3,119,577.06 35733,934.48 2,862,440.88 
13 
14 1959 
(L6) Total 3,625,057.42 3,172,664.13 35120,362.71 3,797,982.11 

15 

1 1960 

& 2) Argent en mains 542,218.18 

(13) Dépdts aux banques 149,345.08 
i 4) Dépdts 4 la Fédération 3,666,500.13 
(15) Autres dépdts . 99,050.25 
(16) Total 4,188,212.85 4,869,177.74 4,310,857.55 4,457,113.64 

18 

1 1961 
2) Argent en mains S65; 711,05 
3) Dépdts aux banques 200,181.40 
4) Dépdts 3 la Fédération 4, 295,039.49 
5) Autres dépéts 113,389.07 - 


6) Total 4,777,356.74 5,176,342.10 55419,061.19 5,174,321.11 
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FEDERATION DE MONTREAL DES CAISSES DESJARDINS 


Reconnaissances de dettes: 


——— 


1955 ; Mars Juin Sept. Déc. 
33) AUx sociétaires $ 853,845.47 $ 880,724.25 $ 926,603.65 $ 896,235.33 
35) Municipalités et comm.scolaires 30,000.00 13,000.00 29 5000.00 44,000.00 
36) Comm.religieuses et fabriques 51,000.00 48 5000.00 48 ,000. G0 45,000.00 
) Coopératives ; MO: Le Wes ce tlt Se Vee ae a 
39) Sous-total (35)+(36)+(37) 81,000.00 61,000.00 73,000.00 89,000.00 
) Total (33)+(39) _934845.47 941,724.25 999,603.65 985,235.33 
1956 
33) Aux sociétaires 947,814.22 1,072,025.10 1,058,613.86 1,017,364.95 
35) Municipalités et comm.scolaires 45,500.00 103,100.00 139,600.00 151,800.40 
36) Comm.religieuses et fabriques 43,000.00 43,000.00 39,000.00 33,000.90 
{ 37.) Coopératives . BS ee Biden otter et AD, Resin Sh 9K 15 F005 GO 
) Sous-total (35)+(36)+(37) 88,500.00 146,100.00 178,600.00 189,805.00 
Total (33)+(39) 1,036,314,.22 1,218,125 .10_ 1, 237,213.86 1, 207,169.95 
1957 
Aux sociétaires 1,077,994.60 1,175,471.81 1,239,649.40 1,243,389.95 
Munigipalités et comm.scolaires 121,600.00 89,400.00 166,900.00  247,600.d0 
Comm.religieuses et fabriques 33,000.00 50,000.00 50,000.00 50,800.00 
Coopératives s =": 9,005.00 3005.00 2,005.0 
Sous-total (35)+(36)+(37) 154,600.00 144, 405.00 221,905.00 303,405.00 ° 
Total (33) + (39) 422932594.60_ 1,319,876.81 _1,461,554,40__ 1,546,794, 85 
1958 
Aux sociétaires 1,202,210.24 1,264,057.93 1,305,826.63 1,405,196.48 
Municipalités et comm.scolaires 188,300.00 99,761.80 227 5776.80 374,680.20 
Comm.religieuses et fabriques 78,800.00 74,741.40 99,441.40 .97,400.00 
Coopératives _ 3005500 9:005.00 5,005.00 _ 9,005.00 
Sous-total (35)+(36)4+(37) 272,105.00 179,508.20 332, 223.20 477,085.20 
Total (33)+(39) 13.474,315.24 1,443,566,13 1,638,049,83 1,882, 281.48 
1959 
Aux sociétaires 1,513,722.45 1,615,861.59 1,632,974.03 1,634,635.41 
Municipalités et comm.scolaires 256,800.00 220,898.80 226,898.80 - 221,403.16 
Comm.religieuses et fabriques 75 5800.00 76,064.44 70,137.34 72, 300.0 
Coopératives 2,005.00 5,005.00 9,005.00 29,005.00 
Sous-total (35)+(36)+( 37) 337 5605.00 301,968.24 302,041.14 298,708.16 


Total (33)+(39) 1,851,327.45__1,917,829.83 1,935,015.17 1,933 343.5) 
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FEDERATION DE MONTREAL DES CAISSES DESJARDINS 


Reconnaissances de dettes (suite) 


1960 Mars Juin Sept. Néc,. 

Aux sociétaires $1,810,964.91 $1,972,123.98 $2,277,680.85 $2,490, 442.68 
Municipalités et comm.scolaires 292,978.29 220,950.00 288,850.00 232,841.09 
Comm.religieuses et fabriques 72,300.00 72,567.98 84,567.98 81,892. 39 
Coopératives 9,005, 00 9,005.00 9,005.00 35 5638, 85 
Sous-total (35 )+(36)+(37) 330, 283.29 298,522.98 378,422.98 SEO Syl 56) 
Total (33)+(39) 2,1413248.20 2,270,646.96 2,656,103 83 2,840,814.94 
1961 

Aux sociétaires 25647,973.69 2,745,529.26 2,865,736.68 3,121,143.39 
Municipalités et comm.scolaires 338,029.72 265 , 360.53 418,008.29 448, 203.5 
Com.religieuses et fabriques 83,443.00 104,982.23 89,694.56 151,706.9 
Coopératives ~2- --- ~~-= theke 
Sous-total (35 )+(36)+(37) 421,472.72 370,342.76 507,702.85 599,910. 48 
Total (33)+(39) 32969» 446 4 972602. 3437 3.439,.53. 3.72) 053.87 
Hypothéques: Mars Juin Sept. Déc. 

1955 $ 8,716,119.54 $ 9,246,583.75 $ 95897,461.64 $ 11,171,448.97 

1956 11,434,600, 43 125:216,557.70 12,916,803.02 3204. One 7 

1957 13,231,312.89  13,913,519.18 14,929,979.56 15,219,105.04 

1958 15,680,131.55  16,781,916.98 18,077,732.64 18,977,711.73 

1959 19,509,848.99 20,935,482.52 22,045, 486.99 21,907.790.60 

1960 21,644, 222.45 21,980, 229.20 22, 494,649.55 23, 162,081.94 

1961 23,877,709.76  25,096,199.66 26,076,843.60 27 5 339,576.31 
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Nethercut &é Young 


(49) Total de l'actif 


SS 


Immobilisations 
Autres actifs 


1956 
Total de l'actif 


1957 
Immobilisations 
Autres actifs 


Total de l'actif 


Immobilisations 
Autres actifs 


Total de l'actif 


1959 

[sa 
Immobilisations 
Autres actifs 


Total de l'actif 


Immobilisations 
Autres actifs 


Total de l'actif 


1961 
Immobilisations 
Autres actifs 


Total de l'actif 


€ 
Ay | 
—= Terente, Ontaric A157 6 
FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
1955. Mars Juin Sept. Déc. 
(47) Immobilisations $527,240.90), % 992,287.47 $ 618,616.34 $ 637,089.46 
(48) autres actifs = 18, 285 09 1,546.71 1,366.31 ____ 916.66 


201714,606.24 21,531,518.32__22,4574254.58 23,539,262. 37 


651,962.21 747,756.04 855 5727.64 975,185.51 
883.66_ 906.88 707, 38 6,509.58 


222373983122 20,018,663.67_ 26,899,290.40 27,485 ,699.41 


1,101,197.07 1, 228,656.97 1, 288,049.33 1, 315,877.03 
14,034.61 15,978.07 _Ofpg55%6B90 7, 396,91 


1,319,966.04 1,355,779.57 1,367,393.04 1, 399,599.23 
293 109.69 24,070, 37 iter) 8342.60 


34,506,548.91 36,974 16379 __ 39,279 351.81 | 40,277,489.44 


1,485,781.47 1, 496,.312.13 1,578,6543:62 1,635,896. 31 
peeeeE DA ea eG OS 2 Groat 10778035 


42,307 308.82 44,337 335.90 _45,085576.90 44,592, 064.65 


1,659,715.57 1,677,795.81 
—.—221934.08 __ 15,921.05 


1,7045997..50  1,725,731.47 
~ -16:583.76 155 355.20 


45 5942, 249.17 47 59945 202.92 _49,163,274.99 50,550,202,56 


1,732,265.79  1,774,189.23 1,790,066.41  1,846,608.78 
14,336.81 13,920.13 28,990.03 27 5205.27 


232.125 445-10 55,840, 318.30 _58,233,253,64 _58,411,493.97 
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Nethercut &é Young 


Toronto, Ontario 


FEDERATION DE MONTREAL DES CAISSES DESJAR 


{a la fin de l'année sociale de chaque Caisse) 


1956 


Retraits au capital social $ 
Retraits 4 l'épargne 


1957 
Retraits au capital social 
Retraits a 1'épargne 


195 


Retraits au capital social 
Retraits 4 l'épargne 


(ee) 


195 
Retraits au capital social 
Retraits 4 l'épargne 


Xe) 


_~ 
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96 
Retraits au capital social 
Retraits 4 l'épargne 
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Ov 
rae 


Retraits au capital social 
Retraits &@ l'épargne 


DINS 


93,000.00 
48, 186.500.0600 


189,200.00 
56,581,900.00 


154,700.00 
68,900,000.00 


160,400.00 
86 ,086,500.00 


229,000.00 
105, 410,000.00 


291,500.00 
126,600,000.00 


AL577 


A aaa Ce ey Ge ee Le -  e rie | Me Orcs) Ln 
ae EN 2 eR meen a 
: i ? a ran rs 7 7 ee 7 
. f ar by ° 


YYera 


00.008 .@BL 
00,008, [8E,d¢ 


OOVOOT bcs 
00,000.00 .80 


OD .00b ,00L 
00,008,380, 98 


00.000, @SS 
00.000,01*, cO1 


00.008, 12S 
00,000,008,d8! 


00 ,000,£° ¢ 


gd gaverA) 23g JARATON 


(923icd oupero sb oistooe e3nns'L 9b nf ef é} 


fetooe istiqss us ettstted (0) 
enpregds'L & edterseaA (be) 


lelooe Letiqes ue effertsH (0c) 
enpisq?'L & etkerteA (be) 


goes 
Isiooe Isttqss us esferteA 
anvusgs’i € etipxteA 


gcol 
ictooe Istiaso us atisisel 
anpieqy'l 6 etisatoA 


O3es 
{stsoe Lstiqss us ethoisok 
gnpisga'i 6 atietson 


ioe 


letooe Letiqes. vs etistton 
esapiegs'{ & etisrton 


Nethercut G Young 


Terente, Ontaric Al 578 
1 
Z 
3 
FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
4 
5 1955 Mars Juin Sept. Déc. 
(61) Emprunts aux banques $ - $ ~ $ - $ 50,000.00 
6 (62) Autres emprunts = iy = ae a Be PO eS cae oa A SO 
(63) Total | bee eee uee - 50,000.00 
7 
8 1956 
(61). Emprunts aux banques - - 3,000+00 103,000.00 
9 (62) Autres emprunts AOR ce - - ei 3) 
10 (63) Total ! ave MEE 3,000.00 103,000.00 
11 1957 
1 (61) Emprunts aux banques - - - - 
(62) Autres emprunts erlsy = ea: ‘ - - 


13|| | (63) Total ue en z . 


14 
1958 
15 (61) Emprunts aux banques - Me i 4 200,000.00 
(62) Autres emprunts ~ - 60,000.00 35,000.00 
16 
(63) Total i ee 60,000.00 235,000.00 
7 
1959 
18 
(61) Emprunts aux banques - - 235,000.00 30,000.00 
19 (62) Autres emprunts 792000.00 753,000.00 __ 75,000.00 - 25 5000.00 
(63) Total 78200000 75,000.00 310,000.00 -___55,000,00 
20 
71 1960 
(61) Emprunts aux banques » Fs0G0,00  . 35,000,00 - 6,000.00 
22 (62) Autres emprunts AIP tas ae) RA AS -: a 
23 (63) Total $9000 1 00. 334000600 pce Seg ee 62000,00 
24 1961 
25 ae pirates aux banques 6,000.00 6,000.00 6,000.00 6,000.00 
utres emprunts - - = = 


—— SS 


26 (63) Total 6,000.00 6,000, 00 6,000.00 6,000.00 
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Nethercut Ga Y, oung 


Ferente, Ontaric A157 9 
1 
2 FEDERATJON DE MONTREAL DES CAISSES DESJARDINS 
3 
4 PERTES SUR PRETS ; PERTES SUR PLACEMENTS 
Année Nombre Valeur ' Année Nombre Valeur 
5 ‘ 
1945 6 SV ls o0.ol 1959 2 $ 9,128.00 
6 1946 i ee 220.00 1961 22 3,782.49 
1947 2 132.00 ; 
' 1948 a 1,235.28 
7 1949 3 641.03 
1950 2 196.12 
8 1951 3 1,048.57 
1952 3 388.50 
. 1953 2 333.69 
9 1954 3 794.82 
1955 > 1,191.20 
10 1956 3 330.31 
1957 5 529.83 
. 1958 12 3,384, 28 
11 1959 15 2,899.29 
1960 23 BIg APG key BAS 
12 1961 10 25279..35 


13}, 111.- Répartitition des comptes d'épargne le ov vers le 31 décembre 1961: 


(compilation par sondage dans 16 Caisses) 


Nombre de Valeur totale 

comptes des comptes 
0 ~ 500 35,175 $ 3,326,621.88 
500 - 1000 4,890 3, 448,851.08 
1000 - 5000 9,903 21,050,694.68 
5000 = 10000 812 5,305 ,954,60__ 
10000 - 25000 241 3, 340,254.66 
25000 - et plus 60 _29695464.12 


21,081 $39 441,841.01 


(compilation par sondage dans 12 Caisses) 


Comptes ayant eu plus de 12 11,280 _ $ 8,179,047.63 
retraits au cours de 196] 


Comptes ayant eu moins de 12 32,928 29 344,015.28 
retraits au cours de 1961 


44,208 $37 .523,062.91 
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Nethercut G Young 


Terente, Ontaric 


FEDERATION DE MONTREAL DES CAISSES DESJARDINS 


Société régie par la Loi des Syndicats 
coopératifs de Québec | 


1681, rue Parc Lafontaine 


MONTREAL 


STATISTIQUES DE LA FEDERATION DE MONTREAL 
PRESENTEES A LA COMMISSION ROYALE D' ENQUETE 


SUR LE SYSTEME BANCAIRE ET FINANCIER 


MONTREAL, le 13 avril 1962 - 


A1580 
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Nethercut & Young 


(; . 
Forente, Ontaric 


FEDERATION DE 


Encaisse: 


Dépdts aux banques 
Autres dépdts 


e 3 


17B) Parts sociales dans d'autres 


institutions coopératives 


§23)+(28) Obligations publiques 
f28A) Int. courus sur obligations 


Total (17B)+(23+28)+(26A) 


Préts: 


Munic. & Comm. scolaires 


Comm. religieuses & fabriques 


Total  (35)+( 36) 


Hypothéques 

Hypothéques réescomptées 
Total (46)+(46A) 

Total (40)+( 46B) 
Immobilisations 


Autres actifs 


Total de l'actif (16)+(29) 
+(40)+(46B)+( 47)+(48) 


Dépdts des Caisses 
Emprunt de banque 
Surplus 


Excédents de l'année en cours 


Réserve de séc.de placements 
Autres passifs 
Bénéfices de capital 


Total du passif 


A1581 
REAL DES ISSBS_ DESJARDINS 
1955 
Mars Juin Sept. Déc. 


$ ¢ $2,457.90) $ 354,659.05 $ ( 90,166.33) $ 96,320.0 
63,430.60 84,020,12 72,656.42 16,431. 84 
"40,972.70 438,679.17 ( 17,509.91) 112,751.84 
70.00 70.00 70.00 70.00 
1,934, 058.87 856,508.74 1,124,041.44 906,635.44 
822.76 8,465.7 73285 29 6,15 4 
9 939;951.63 865,044.53 1,131,396.73 912,842.58 
40,000.00 LO, T7623 sted alia 
082,74 192,977.53 181,024.35 182,830.78 
1,082.74 203,148.76 181,024,35 - 182,830.78 
229,054.97 222,129.93 220,456.27 206,522.17 
25.00 34,550.0 4,550,00 34,550.00 
357,979.97 256,679.93 255,006.27 241,072.17 
459,062.71 459,828.69 436,030.62 423,902.95 
9690177 2,557.76 3,152.88 1,924.40 


1,638.52 1,638,52 3,578.73 1,239.95 


28 


$2.4814,258.33 _$1,767,748,67 _$1,556,649.05 $1,452,661. 42 


$1,469,414,30 $1,736,400.96 $1,511,727.05 $1,420,167.71 
120,000.00 


1,205.30 1,205.30 1,205.30 470.71 
11,394.85 11,518.66 21,510.28 19,100.76 
9,089.37 9,089.37 9,089.37 9,089.37 
3,154.51 6,822.01 10,404.68 2,514.15 
--- 2,712.37 2,712.37 1,318.42 
$147674748.67_$1,556,649,05 $1,452,661, 42 


914,258, 33 
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Nethercut & Young 
Terente, Ontaric A1582 


1 
y. 
3 
4 FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
5 1956 
OACTIE: Mars Juin Sept. Déc. 
7 Encaisse: 
Dépots aux banques $ 192,204.21 (130993376 )i% 9100,74P245 $61988974925 
8 Autres &pots Eel kos eee 6,500.00 6,900.00 6,450.0 
16) Total (13)+(14) 240, 379.50 (124,493.76) 107,247.24 288,197.5 
9 Placements: 
10! Parts sociales dans d'autres 70.00 75.00 M00  . 79%0 
. institutions coopératives 
(23 +28) Obligations publiques 15026434 ote ir Pe Peon Ong 4 il 0b 4. 74 899,980.9 
11° 8A) Int.courus. sur obligations = 7,493.97 10,900. 37 8,274.09 733065 2 
(29) Total (17B)+(23+28)(28A) 1,033,998.71 1,173,560.11 1,065,433.83 907 5362.1 
12 r 
Prets: 
13( Au personnel — oo= --- 110.0 
( Comm.religieuses & fabriques__ 155,870.01 157,408.09 155,937.75 157,493.4 
i“ Total (33)+(35)+(36) 155,870.01 157, 408.09 MOBILE NT e. 157,603.4 
Hypothéques 204,481.22 186,069.45 198,657.85 196, 257.7 
Hypothéques réescomptées 34,550.00 43,900.00 61,900.00 52,700.0 
15 Total (46)+(46A) 239,031.22 229,969.45 260,557.85 248,957.7 
16 Total (40)+(46B) 394,901.23 S875 311.04 416,495.60 406,561.1 
: Immobilisations 2,700.97 5,914.02 65320614 4,903.4 
17 Autres actifs 2,016.04 3,733.69" 1052465953 6) 2122,,686,8 
19! Total de l'actif (16)+(29) $1,673,996.45 _$1,446,091.60_ $1,605,750.36 $1,629,711.18 
+(40)+( 46B)+(47 )+( 48) Ee ae Le ee CN ia Sa F 
19 
/ 
20 
SSIF3 
: 21 Dépdts des Caisses $1,648,735.67 $1,416,043,14  $1,552,944.59  $1,595,880.0 
Surplus 431.76 214.44 214,44 
24 Excédents de l'année en cours 11,691.60 12,397.41 265534. 41 ; 
Réserves de séc.de placements 9,089.37 9,089. 37 9,089.37 ; 
( Autres passifs 4,048.05 aaa RC EPL 16,967.55 --- 
23 7) Total du passif $1 673,996.45 $1,446 091,60 _$1, 605,750.36 __$1,629,711.1 
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Nethercut &é Young 


Terente, Ontaric A1583 
1 
2 
3 
4 FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
5 A957. 
6 | ACTIF: Mars Juin Sept. Déc. 
7 Encaisse: 
(13) Dépdts aux banques $ 859,356.39 $ 66,909.98 %$ 393,954.62 $ 614,393.82 
(14) Autres d&pdts 6,760.18 31,607.85 23097,.24 19,319.28 
8 (16) Total (13)+(14) 866,116.57 98,517.83 396,051.86 633,713.10 
9 Placements: 
(17B) Parts sociales dans d'autres 75.00 1500 75.00 75.00 
1 institutions coopératives 
(23+28) Obligations publiques 1,077,264.67 1,070, 278.93 943,211.84 l,100,750.35 
(28A) Int.courus sur obligations _ 7,029.76 8, 824,73 Ty 62¢19 4,316,)2 
1129) Total (17B)+(23+28)+(28A) 1,084,369.43  1,079,178.66 950,449.03 1,105,141.47 
12 Préts: | 
33) Au personnel 110.00 55.00 55.00 55.00 
13 36) Comm.religieuses & fabriques __ }40,830.44 142,220.62 170,826.28 202,819, 32 
40) Total (35)+(36) 140,940.44 142,275.62 170,881, 28 2025 874,32 
14\(46) Hypothéques 192,493.98 220,193.70 216,524.54 2214449.51 
1464) Hypothéques réescomptées 40,400.00 41,200.00 41,200.00 40, 360.00 
46B) Total (46 )+(46A) 232,893.98 261,393.70 EO ey ix ye 261,809.51 
Total (40)+(46B) 373,834.42 403,669, 32 428,605.82 464,683.83 
1647) Immobilisations B, 221.51 7,298.78 10,166.63 21,594.96 
W ne Autres actifs ‘ 42,542.01 9,166.97 1,558,50 45 536.64 
49) Nash 3 aera hee bie? $2, 3753083,94 $1597 :831,56 $1,786,831,84 $25270,670,00 
+(40)+(46B)+(47 )+(48 > ¥ 
18 
19 
20 HASSIF: 
| 
1 is Dépots des Caisses $2,350,150.10 $1,569,525.39 $1,743,935.99 $2, 241 7 loeO7, 
4) Surplus 353.40 353.40 --- --- 
64A) Excédents de l'année en cours 11,143.99 9,297.92 18,201.59 17,846.76 
22 65) Réserve de séc.de placements 9,089, 37 9,089, 37 9,089.37 9,089.37 
66) Autres passifs 4,347.08 «9, 565, 48 15,604.89 2,021.30 
23 Total du passif $2537 083.94 $1,597,831 56 $1 786,831.84 $2,270,670,00 
24 
25 
26 
27 
28 
29 
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Velhereut cl Young 
Terente, Ontaric Al 584 


Se eee 


_1958 
ACTIFs Mars Juin Déc. 
Encaisse: 
(13) Dépéts aux banques $ 903,732.70 $ 581,868.51 % 559,016.40 
(14) Autres dépdts pe BG ATOSTS 3,248.02 48,608.18 
(16) Total (13)+(14) 506, 203.48 583, 116653 607 5624.58 
Placements: 
(17B) Parts sociales dans d'autres 75.00 715,00 P2700 
institutions coopératives 
(23+28) Obligations publiques 1,778,638,82 1,729, 361.12 1,673,651.43 
(28A) Int.courus sur obligations 93,270.29 16,583.98 18,006.63 
(29) Total (17B)+(23+28)+ (28a) 1,787,984.11 . 1,746,020.10  1,691,733.06 
Préts: 
(33) Au personnel 55.00 --- 851.85 
(36) Comm.religieuses fabriques___ 211,451,44 223,622.76 223,914, 37 
(40) / Total (33)+(36). ©: 211,506.44 223,622.76 224,766.22 
(46) Hypothéques 236,565.30 269,747.19 272,984.68 
(46A) Hypothéques réescomptées 225% 379092.00 28,125.00 21,458.99 
(46B) Total (46)+(46A) 273,657530* , 2979879.19 294,443.67 
Total (40 )+(46B) 485,163.74 921, 494,95 519,209.89 
(47) Immobilisations 18,791.06 18,586.48 20,038.96 
(48) Autres actifs 3,631.61 13,285.30 473722517 
(49) eae PTE eS tage $25801,774.00 $2,884,503, 36 $2,850, 328.66 
PASSIF: 
fe Dépdts des Caisses $2,771,853.26 $2,831,314,98 $2,780,527.52 
4) Surplus 952.61 952.61 682.89 
(64A) Exeédents de l'année en cours 14,242.88 12,840.28 25,341.79 
(65) Réserve de séc.de placements 9,089, 37 9,089, 37 9,089.37 
(66) Autres passifs 5,635.88 26,653.07 30,809, 33 
(69) Bénéfices de capital --- 3,653.05 3,877.76 
Total du passif $2801,774,00 $2,884,503, 36 $2,850 328.66 
N.B. Aucun bilan dressé pour le trimestre se terminant le 30 septembre 1958, 
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Nethercut "G Young 


Terente, Ontaric 


FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
VED CALSSES DESJARDINS 


Encaisse: 
(13) Dépdts aux banques 
(14) Autres dépdts 
(16) Total (13)+(14) 
(13A) Dépdts fixes aux banques 


Placements: 


(17B) Parts sociales dans d'autres 
institutions coopératives 


(23+28) Obligations publiques 1 

(28A) Int.courus sur obligations 

(29) Total (17B)+(23+28)+(28A) 1 
‘Préts: 

(33) Au personnel 


Munic. et commissions scolaires 
Commereligieuses @ fabriques. 
Total (33)+(35)+(36) 


Hypothéques 
(46A) Hypothéques réescomptées 
(46B) Total (46)+(46a) 


Total (40)+(46B) 


Immobilisations 
Autres actifs 


Total de l'actif (16)+(13A) 
+(29)+(40)+( 46B)+(47)+(48) 


Dépdts des Caisses 

Emprunt de banque 

Surplus | 

(64A) Excédents de l'année en cours 
Réserve de séc.de placements 
Autres passifs 

Bénéfices de capital 


Total du passif 


N.B. 


1959 


Juin 


19,854.82 


(149,719.21) 


701,000.00 


75.00 


9837 5533.03 
17,627.48 
9855 235,51] 


312,85 
91,905.75 
101,323.68 
193,542.28 


264,392.61 

10,405.00 
274,797.61 
468, 339.89 


36,261.79 


Sept. 


A1585 


Déc. 


$ (169,574.03) $ 338,400.52 $ 521,081.31 


29,121,05 28,254.40 


367,521.57. 549,335.71 
701,000.00 701,000.00 
75.00 75.00 
1,749,958.01 1,957,926.05 
17,894.18 23,338.28 
1,767,927.19 1,981,339.33 
165,00 1,542.50 
91,915.62 81,814.80 
90,231.08 91,128.40 
182,311.70 174,485.70 
258, 184,21 251,839.42 
10,150.00 67395 ,.00 
268, 334,21 319,234.42 
450,645.91 493,720.12 
39,610.92 41,973.94 


23,244.95 215213,90 20. 117,438.10 
$21934, 362.93 $3,347,918.99 _$3,784,807,20 


$2,89(.052.03 $3,068,559, 47 $3,729, 356.78 


--= 150,000.00 ar” aA 
2,582.59 2,582.59 2,582.59 
9,258.02 28,876.13 31,028.16 

12,967.13 12,967.13 12,967.13 
17,354.16 Ly Oot ely 4,786.00 


Aucun bilan dressé pour le trimestre se terminant le 31 mars 1959, 
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Nethercut & Young 
Terente, Ontaric A1586 


1 
2 
3 
4 EEDERATION DE TREAL DES CAISSES DESJAR 
5 1960 | 
6 
CTIF: Mars Juin Sept. Déc. 
7 Eneaisse: 
(13) Dépdts aux banques + 199,266.88 $ 125,026.99 $ 59,535.47 $ ( 44,396.48 
8 (14) Autres dépdts 24,682.31 TSIOTI 20 sd tp QT G7 861,15 
(16) Total (13)+(14) 223,949.19 198,106.19 176,749.34 ( 45,257.63 
(13A) Dépdts fixes aux banques 701,000.00 772,000.00 772,000.00 772,000.00 
9 
10 Placements: 
(17B) Parts sociales dans d'autres 75.00 75.00 75.00 73500 
11 institutions coopératives 
(23+28) Obligations publiques 2,919, 327.95 3,184,865.81 29675 ,542.81 3,131,094.02 
(28A) Int.courus sur obligations _ 26,889.18 29949, 15 33,428.10 30,196.76 
12 (29) Total (17B)+(23+28)+(28A) 23946,292.13 3,214,889.96 2,709,045.91 3, 161,365.78 
13 Préts: 
(33) Au personnel 1,036.25 369.00 By 173611 2,588.38 
14 (36) Comm.religieuses & fabriques 156,885.73 126,679,55 111,578.44 106,542.40 
(40) Total (33)+(35)+(36) 157,921.98 127,048.55 122,751.55 109,130.78 
15 (46) Hypothéques 293,564.75 244,288.71 238,133.42 231,150.80 
(46A) Hypothéques réescomptées __.__ 40,665.00 40,683.68 39 5280.76 38,680.75 
16 (46B) Total (46)+(46A) 294, 229.75 284,972.39 277,414.18 269,831.55 
Total (40 )+(46B) 492,151.73 412,020.94 390,165.73 378,962.33 
17 (47) Immobilisations 39,847.51 43,863.04 41,889.41 33,259.73 
(48) Autres actifs sidtiane4 8424.15 13,568.96 272940,81 20,850.60 
18 
49) Total de l'actif (16)+(13A) $4,384,082,71 $416543449 09 $4,147,791, 20 $4,321,180,81 
+(29)+( 40)+(46B)+ (47 )+(48) a 
19 
20 
PASSIF: 
21 


Dépéts des Caisses $4, 333,842.11 $45593,745.66 $4,041,464, 31 $4, 207,992.18 
Surplus 2,636.11 2,636.11 2,636.11 2,636.11 
64A) Excédents de l'année en cours 8,947.16 22,047.53 41,603.60 35,582.29 
65) Réserve de séc.de placements 17,053.67 17,053.67 17,053.67 17,053.67 
66) Autres passifs 21,603.66 18,966.12 30,644.01 7,295.00 


69) Bénéfices de capital . alll ree’, Z --- 14,389,50 50,621.56 


Total du passif $41384,082,71 241654,449 09 $4,147,791, 20 $4, 321,180.81 
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FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
4 
1961 
5 
6 ACTIE: Mars Juin Sept. Déc. 
Encaisse; 

7 (13) Dépdts aux banques $ 506,469.96 $ 253,041.75 $ ( 23,949.92) $ 315,628.11 
(14) Autres dépdts 1,198.19 46,143.16 58, 464.28 29,324.75 
(16) Total (13)+(14) 507 , 668.15 299,184,91 34,514, 36 344,952.86 

8 (13A) Dépdts fixes aux banques 772,000.00 650,000.00 650,000.00 650,000.00 

9 

Placements: 
10 (17B) Parts sociales dans d'autres 75.00 75.00 85.00 85.00 
institutions coopératives 
(23+28 ) Obligations publiques 35 290,863.74 3, 246,665.75 3,996,092.28 3,917,313.56 
11 (28A) Int.courus sur obligations 365259. 25 360774520) 50,716.53 38,633.67 
(29) Total (17B)+(23+28)+(28A) 3,327,197.99 3,283,514.96  4,046,893.81 3,556,032, 23 
12 
Préts: 

WOR 32) Yu personnel 1,818.15 25,919.96 2,700.70 3,747.63 
ey Munic.et commissions scolaires --- --- 24,676.14 96,521.42 
36) Comm.religieuses &fabriques 80,353.60 290, 498.65 114,890.85 113,461.88 

14\(40) Totai (33)+(35)+(36) 82,171.75 53,418.61 142,267.69 213,730.93 
46) Hypothéques 175,020.40 169,138.13 16545724, 22 154,101.30 

15 46A) Hypothéques réescomptées 38,853.64 433 928,57 94,714.83 933667.56 
46B) Total ( 46 )+( 464) 213,874.04 213,066.70 220,287.05 207 , 768.86 

16 Total (40)+(46B) 296,045.79 266, 485.31 362,554.74 421,499.79 

17 ne Immobilisations 37 5 487.53 37,085.24 38,017.65 30,613.54 
148) Autres actifs 24,676.72 32,995.33 30.009, 35 25.952, 88 

18 tao) Total de l'actif (16)+(13A) $4,965,076 18 __$4,569,225.75 $5,161,989.91 1 

2 2 ° 2 2229 6 21 5989.9 $5 029 051,30 
+(29)+( 40 46B)+(47)+( 4g) © ee 101 989.091 $5,029,051. 30 

19 

20 

21 ohssies 

22(p2) Dépdts des Caisses $4,855,509,11 $4, 445,814.90 $4,997,954.73 $4,895,835.02 

(154) Surplus 25137753 2,121.01 2,121.0) 2,121.01 
(4A) Excédents de l'année en cours 11,815.96 26,192.31 S2,014,12 49,977.82 
23( 65) Réserve de séc.de placements 67 5665, 23 67,665.23 67,665.23 67,665.23 
(6) Autres passifs 25,993.95 25,147.75 37,393.82 5,070.27 


Bénéfices de capital 


1,954.40 21 284,55 4,281.00 8,381.95 
24 


Total du passif: 


29 


30 


$4965 1076.18 __$4,569,225,75 _$5,161,989.91 $5029,051.30 
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4 va 

FEDERATION DE MONTREAL DES CAISSES DE JARDIN 
So EAL VEO CAILSS 
5 
ANALYSE DU PORTEFEUILLE: Mars Juin Sept. Déc, 
6 1955 - Gouv. du Canada et garanties 
par le Gouv. du Canada: 

7 || (18) Bons du Trésor : $ --- $ === $ ~-- $ ie 
(19) Autres 0-2 7-- --- --- ~-- 
(20) 3-5 ~a --- “= 125,000.00 

8 (21) 6-10 --- --- ote one 

~ 1 €22) 1l et plus _---332 3900.00 235,500.00 __339500.00 _235,500,00 
(23) Sous-total (18)+(19)+(20) 335 5500.00 235 5500.00 335 5500.00 360,500.00 

9 +(21)4+(22) 

10 (24) Gouv.prov. et garanties par 267,000.00 187,000.00 187,000.00 115,000.00 
le Gouvernement provincial 
(25) Municipales et scolaires 524,000.00 436,000.00 548,000.00 439,500.00 
11 (26) Rel. et autres institutions 15,000.00 8,000.00 13,500.00 3,000.00 
sans but lucratif 
(27) Autres corporations Canadiennes ___ 200,000.00 _ - 50,000.00 


12 (28) Sous-total (24)+( 25 )+(26)+(27) ~1,006,000.007~ 631,000.00 798,500.00 557,500.00 


29) Total (23)+(28) 14341,500,00 $866,500.00 ~9411341000,00_ $ 918,000.00 
13 | . 
Valeur aux livres #31334,098,87 9 856,508.74 _$14124,041,44 5 06,615.44 
14 
15 
16 “©1956 Gouv. du Canada et garanties 
par le Gouv. du Canada 
17 18) Bons du Trésor $ --- $ --- Got tees, % ~-- 
19) autres 0-2 125,000.00 . --- --- --- 
20 ) 3-5 --- 275,000.00 275 5600.00 150,000.00 
18 (bi) 6-10 Bete Spun mae rune 
(22) 1l et plus eos BO. 00 2351500.00 235,500.00 235 500,00 
(23) Sous total (18)+(19)+(20)+(21) 360,500.00 910,500.00 = 510,500.00 385 5500.00 
19 +(22) 
(24) Gouv. Prov. et garanties par 215,060.00 215,000.00 115,000.00 169,000.00 
20 le Gouvernement provincial 
(PS) Municipales et scolaires 460,000.00 450,590.00 444,500.00 356,500.00 
(R6) Rel. et autres institutions 3,000.00 3,000.00 3,000.00 3,000.00 
21 | sans but lucratif 
(#7) Autres corporations Canadiennes __ _--- SEO Sat RE tet SN ee EE 
22f” Sous-total (24)+(25)+(26)+(27) 678,000.00 668,500.00 562,500.00 528,500.00 
(29) Total (23+(28) 214038,500.00 314179,090.00 _ $1,073,000,00 $914,000.00 
23 Valeur aux livres 31,026, 434.74 $1,162,584,74 211057,084.74 _g .899 980,94 
24 
25 
26 
27 
28 
29 


30 
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FEDERATION DE MONTREAL DES CAISSES DESJARDIN 
5 
ANALYSE DU _PORTEFEUILLE: Mars Juin Sept. Déc. 
6 1957 Gouv. du Canada et garanties 
par le Gouvs du Canada: 

7 18) Bons du Trésor $ --- $ 100,000.00 $ --- $ 100,000.00 
19) Autres vU-2 “-- --- --- --- 

8 20) 3-5 150,000.00 150,000.00 150,000.00 150,000.0) 
21) 6-10 235,500.00 235 ,500.00 235 5500.00 235 ,500,0) 
22) 1l et plus fe ae --- --- --- 

9 23) Sous-total (18)+(19)+(20) 385 5500.00 485 ,500.00 385 5,500.00 485 ,500.0 

+(21)+(22) 

10 124) Gouv.prov. et garanties par 115,000.00 115,000.00 115,000.00 115,000.00 
| le Gouvernement provincial 

112? Municipales et scolaires 385,800.00 484,000.00 457,500.00 460,100.00 
26 ) Rel. et autres institutions 3,000.00 3,000.00 3,000.00 3,000.04 
sans but lucratif 

12 127) Autres corporations canadiennes 200,000,060 --- --- 50,000.00 
128) Sous-total (24)+(25 )+(26)+(27) 703,800.00 602,000.00 575,500.00 628,100.09 


13929) Total (23)+(28) 


$1.0892300.00 _$1,0871500,00__ $._961,000,00 _$14113,600, 06 


14|} Valeur aux livres $10771264,67__ $1070, 278.93 $ 943,211.84 -$14100,750,39 
15 
16 
1958 Gouv. du Canada et garanties 
7 par le Gouv. du Canada; mie Lok ‘ 
(8) Bons du Trésor $ 600,000.00 $ 100,000.00 if Cp ape 
18(19) Autres 0-2 50,000.00 --- wee 
(20) 3-5 -e- ooo taal 
ofb>} 6-10 235,500.00 235,500.00 100,000.00 
1 P2 ll et plus io 50,000.00 185 ,500.0d 
423) Sous-total (18)+(19)+(20) 885,500.00 385 ,500.00 285 5500.00 
os | +(21)+(22) 
(#4) Gouv. prov. et garanties par 116,000.00 137,000.00 126,000.00 
| le Gouvernement provincial 
2 fs) Municipales et scolaires 643,400.00 1,075,900.00 1,053,000.00 
#6) Rel. et autres institutions 98,000.00 113,000.00 84,000.00 
| sans but lucrafif 
244 ) Autres corporations canadiennes 60,000.00 60,000.00 157,776.90 
(48) Sous-total (24)+(25)+(26)+(27) 917,400.00 1,385,900.00 1,420,776.90 
2449) Total (23)+(28) $1,,802,900,00_$14771.400,00 $.14106,276420 
24 Valeur aux livres $14778,638.82 $}.1722336) 12 673,651, 43) 
25 
26 
21 
28 
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FEDERATION DE MONTREAL DES CAISSES DESJARDINS 


ANALYSE DU PORTEFEUILLE: 


1959 


par le Gouv. du Canada: 


Bons du Trésor 
Autres 0-2 

3-5 

6-10 

ll et plus 
Sous-total (18)+(19)+(20) 
+(21)+(22) 


Gouv. prov. et garanties par 

le Gouvernement provincial 
Municipales et scolaires 

Rel. et autres institutions 
sans but lucratif 

Autres corporations canadiennes 
Sous-total (24)+(25)+(26)+(27) 


Total (23)+(28) 


Valeur aux livres 


196 


[Se 
par le Gouv. du Canada: 


Bons du Trésor 
Autres 0-2 

3-5 

6-10 

ll et plus 
Sous-total (18)+(19)+(20) 
+(21)+(22)+(23) 


Gouv. prov. et garanties par 

le Gouvernement provincial 
Municipales et scolaires 

Rel, et autres institutions 
sans but lucratif 

Autres corporations canadiennes 
Sous-total (24)+(25)+(26)+(27) 


Total (23)+(28) 


Valeur aux livres 


$2,91 


Mars 


Gouv. du Canada et garanties 


Gouv. du Canada et garanties 


150,000.00 
225 5000.00 
100,000.00 
185,500.00 
1,460,500.00 


123,000.00 


1,105,400.00 
84,100.00 


202,118.30 
1,514,618.30 


9,118 


327 


Juin 


& 


50,000.00 
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185 .500,0 
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141,000.00 


1,104,000,00 
90,000.00 
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1,537,118.30 


Sept. 
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126,000.00 
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A1591 


150,000.00 
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66,000.00 


993,600.00 
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193,118, 30 
1, 337,218.30 
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275 »000.00 


185 .500,00 
1, 310,500.00 
223,000.00 


1,179,675.00 
126, 300.00 


402,118.30 
1,931,093, 30 


41,5 Q 


$3,184, 865,81 


1, 


150,000.00 
74,500.00 


185 5500.00 
660,000.00 
277,000.00 


295 5675.00 
292,300.00 


202,118, 30 


2,067 093.30 


27,0 0 


1,957 926.05 


$ 800,000.00 $ 700,000.00 $ 250,000.00 ¢- 924,000.00 


100,000.60 
185 500,00 


1, 209,500.00 


277,000.00 


1,400, 300.00 


238,500.00 


29,000,00 


1,974,800.00 


84 


$2,6753542,81 $3,131,094 
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Terento, Ontaria A159 
1 
2 
me) 
4 
be 
6 FEDERATION DE MONTREAL DES CAISSES DESJARDINS 
7 ANALYSE DU PORTEFEUILLEs Mars Juin Sept. Déc. 
1961 Gouv. du Canada et garanties 
par le Gouv. du Canada: 
8 
(18) Bons du Trésor $ 601,000.00 $§ 85,000.00 $ 85,000.00 $ ola hes 
(19) Autres 0-2 50,000.00 75,000.00 125,000.00 125,000.00 
9 |( 20) 3-5 250,000.00 250,000.00 700,000.00 650,000.00 
(21) 6-10 50,000.00 50,000.00 50,000.00 50,000.00 
22) ll et plus 135,500.00 135 500,00 135,500.00 135,500.00 
10 (23) sSous-total (18)+(19)+(20) 1,086 ,500.00 595,500.00 1,095,500.00 960,500.00 
+(21)+(22) 
Al 24) Gouv. prov. et garanties par 477,000.00 545,000.00 763,500.00 439,500.00 
le Gouvernement provincial 
25) Municipales et scolaires 1,448,000.00 1,714,500.00 1,909,000.00 1,874,000.00 
12 26) Rel. et autres institutions 242,500.00 293,500.00 218,500.00 219,500.00 


sans but lucratif 
\ 27) Autres corporations canadiennes 90,000.00 190,000, 00 78,500.00 78,500.00 
13 a Sous-total (24)+( 25)+(26)+(27) 25 257,500.00 2,)703,000.00 2;969,500.00 2,611,500.00 


129) Total (23)+(28) $3,344, 000.00__$3,298,500.00 _$4,065,000,00 $3,572) 000,00 


Valeur aux livres $34290,863.74 $3,246,665.75 _§ 
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Hearings held at Montreal, 
Quebec, on Thursday, 
May 17th,1962, 
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Chief Justice of Ontario 
Toronto, Ontario ~ Chairman 


Mr. W. Thomas Brown, M.B.E. 
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Agriculturalist 
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Corporation Executive 
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Mr. John C. MacKeen 


Corporation Executive 
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Terento, Ontario 
1 Montreal, Quebec, 
; Thursday, May 17th, 1962. 
3 --- On resuming at 9.20 A.M. 
4 
S| SUBMISSION OF QUEBEC 
| SAVINGS BANKS 
6 
ma . - ChPe OF Lhytdd” he reord) )~2e8edeee-- 
8 
APPEARANCES 
9 te al Tee ea 
10 G. Vanier - President, Montreal City and 
District Savings Bank 
11 
J. Turgeon - President, Quebec Savings 
12 Banks 
13 G. Foucault - General Manager, Quebec 
Savings Banks 
14 
A. Rainville - General Manager, Montreal 
15 City and District Savings Bank 
16 A. Audet - Assistant General Manager, 
3 Montreal City and District 
17 Savings Bank 
18 | 
19 
20 
THE CHAIRMAN: This morming we have a 
21 
submission from the Quebec Savings Banks. Mr. 
22 
Vanier, I believe you will present the Submission. 
23 | 
MR, VANIER: Mr. Chairman and gentlemen, 
24 
the Canadian government has entrusted your 
25 
Commission with a very important task involving 
26 | 
great responsibilities. On the merits of your 
27 . 
Own personal achievements you have been singled 
28. ; 
out as the proper citizens to handle that task, so 
29 


0 it is my pleasure to congratulate you on your 
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Torente, Ontaria 


appointments. i ane to state that vw feel it an 
honour to appear before this Commission amd to be 
called upon to give you! our modest sieeve patton: 

by I bith 3 should introduce my colleagues 
to you. I have on - my right Mr. Turgeon and Mr. 
Foucault, president and general manager of ive 
Quebec Savings Banks. On my leftywl have Mr. 
Rainville and Mr. Audet, ewe “manager and 
assistant, general antaten of the Montreal City and 
District Savings Bank. | 

As you see,.all these gentlemen are French 
“Ciwkee das’ 80 Since you are sitting in the eastern 
part of Canada I am sure you are all well acquainted 
with both languages and if you prefer to speak 
French it ene quite welcomed. 

Before formally filing our brief I should 
like to make personally two short remarks. 

As you know, besides the Bank of dada 
and the bank for industrial expansion, there are 
only two kinds of banks in Canada; chartered banks 
or commercial banks and savings banks. The 
commercial banks, are called "chartered banks" 
but they have no charter. I. believe it would be 
ASRS Mesidiattte to rene them "commercial banks" 
because their main purpose is to handle short term 
uaa to trade in industry. - On ie etnale hand, 
Savings banks which are not called "chartered" have 
royal charter since 1871, so we have our troubles. 


This is the reason why I. submit) that it would be 
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proper to call chartered banks "commercial banks". 
rr. chartered ‘banks -are commercial banks, we are 
the Seal of the individual and the family. I 
mean by that that every citizen has a small cabh 
balance. He has to put that i safety somewhere 
amd we are the omes who are called upon to take 
care of tips personal deposits. Besides that, 
every family has a certain, number of payments. 
Every: individual oe em st has certain current 
needs and they have to make payments in this 
regard, so we handle that because all of our 
accounts are chequing accounts, and all of them 
earry saga besides so they are savings reverie 
and at the same time chequing accounts. Besides 
that, the family and individual are in need of 
certain credit. While we are not ariones to 
extend eredit to trade and commerce, we extend 
credit for all personal needs. We have all the 
than 

powers. of the commercial banks ~other:/ the power 
to lend money for trade and industrial purposes , 
but we do not discount commercial paper. 7 We 
do, however, do all banking services. 

As you see, there are those two kinds 
of banks which are really banks. We are called 
"banks" by our charter of 1871. We are both 
governed by two federal statutes; the commercial 
banks by alaw called the Banks Act, and the savings 
banks by a law that is very similar to it and is 
called the Quebec Savings Banks Act. The laws 


are practically alike; the same dispositions and 
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clauses cover both institutions. The only AW 
is that we are not allowed to invade commercial 
business. On the other hand we handle commercial 
mortgages which the other banks are not allowed to 
om However, they are practically the same in 
respect to the needs of all individuals of money. 
for their homes or investments eee estate. 

The other financial institutions are 
not allowed to use the words "bank, banking", or 
"panker", but more or less they have invaded the 
banking: field. So much so that they are called 
"near banks" by practically everybody. They 
‘are not, aS we are, submitted to the authority 
of the Inspector General of Banks, Mr. Alderkin, 
whom, by the way, we hold as avery efficient, 
capable and cooperative public officer, and I 
am glad to pay that tribute to ee 
| So these other institutions are not 
submitted to the + daha eae and the ania 
of the Inspector General of Banks. We are 
bound by ltaw to wewarts the Minister of Finance 
Tpesehes Sintich are very ms teas Herhtend cir aaa. 
are sent ebba veame hee time by commercial banks. 
Our’ obligations are practically the same in that 
regard. We are also “Subject to certain limitations 
because public authority has taken the stand that 
ehosé who are handling public funds have to be 
controlled for the safeguard of the public, and 


there are certain limitations that are imposed 
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1 
upon banks. We have to work within those limitationg, 
2 
but the near banks are not obliged to any such 
3 
limitation vatwall, Besides that, we pay tax 
4 4 
as commercial banks, but some of the near banks 
5 
do not pay taxes. The difference was not very 
6 
impressive when taxes were at the rate of 10 or 
7 
15 per cent of profits, but now that we have to 
8 ; 
pay 52 cents out of every dollar of that prorit 
9 
it means something as far as competition is 
10 
concerned, 
11 
You have probably noticed that the same 
12 . . 
problem has arisen in the United States. President 
13 
Kennedy im his last message to Congress has said 
14 
that revised the basis of taxation and dealt other- 
15. 
wise with a certain quantity of institutions which 
16 
he calls "overprivilegea",. So, that shows that 
17 
there is a certain problem here in Canada and 
18 . 
that problem is a problem existing, I would say, 
19 | 
all over the world, but especially all over this 
20 
continent. 
Zi ; 
That is my first wmark about the kind 
22 
of banks that we have and the kind of general 
23 
competition that we have to meet. 
24 
My second and last remark is this. i 
25 
believe that there is an appalling lack of definition 
26 
in the Banks Act. The word "bank" is not 
27 
even defined there, I believe it should be a 
28 
responsibility of your Commission to introduce some 
29 
definitions -- some appropriate definitions in that 
30 


Statute because, if the general situation is confusing 
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1) e . 
I believe you can clarify it by stating what a 
‘ bank is and what banking operation is. Personally 
3 | 
I have my views in that regard and I might su gest | 
4 
to you, if you will, allow me to a little later, 
5 : 
a few definitions. However, I do not think TI 
6 
Should introduce this aspect into the discussion 
i. 
now. I do have a few definitions with me that 
8 
you might be called upon to consider, and I believe | 
9 
| they might be of some help to those who have to deal 
10 
with banking. 
11 
First of all, they want to know what a 
12 . 
bank is, and TI believe you should state to the 
13 
public whatOua tanks is, You have the authority to 
14 
do so, and one must follow rules that are set uo 
15 
bysan Important commission: suéhas-this. 
16 
Gentlemen, that is about all I wish to 
17 
say as preliminary comment. PehavetaskeaeMr, 
18 
Turgeon if he wishes to make any remarks before 
19 
the formal filing of our brief. He has — 
20 
that he has nothing to say for the time being, but 
21 
I am sure he will contribute in a very wise weer, 
22 
to the discussion. 
23 
I think it is appropriate that we should 
24 
start at the beginning, and I will ask Mr. Rainville 
25 
to give you the highlights of our brief. 
26 : 
THE CHAIRMAN: Thank you very much. 
Zh | 
MR. RAINVILLE: Mr. Chairman and gentlemen, 
28 
the Quebee Savings Banks in their brief have not 
29 


a " etlanogaat i at Hoitsrego antsinnd. desi ‘bas at 
i aa is OF ia: cae I bas bisast Jadd at ewoiv sal ovad 2 


Te wot 8 
selina add otnt et assent soubortnt bivore 
ged? om ddiw, enots tattes wet # SV8d Of+E « cwon 

ene I bas ha a ot meas beliss sdrtdgim voy 
Die OT Svs Odw seods ot gisd emoe. to od tdsim yvedst 


j 


.gaistasd Addviw 


8 dsc. worn! ot tnsw. veds «Lis te sect 
; odd od evsde bivoda soy svehied I hms . at xred 


Mt od ystinoddus sdd over soy ~8f Noe s&s Osriw otildugq 


t. a 
ad dee sts Jedd, aelux wollot daum eno has (oe eb j i 
a. 
aldd as dove gokeatnmoo sastregmt asa yd | ey 
a 6 
ot detw I.ffs Juods-et tend .mwomeidned: «/ 6 | rf 
} ; ae 
-IM bolas eved L...,dhommos yranimtierq as vee | 
7 ‘fe a 
a | AJ 8t 

mW,  Stetsd exrsmor. vas onameod eedelw sod: TfL. noesiawTt ih 
| . } | . a er ; | 
| betsolbat asd. ok -leicd so %o satitt Lamrotoodd © . ; 
il . re ' | | 
| dud .gmisd emit ont +o? vse od snatiddonm asd sd.teadd | a 
t : 

¥8W 9a@iw Y%ev s at edudiainoo Litw on situa ms T . , 
eee |) ee 
; syne dalla r MOfgavoatp end od ¥ 
4 . : AN 4 
i biyode ow gedt etsingonags ef dt watad tT - ee 
“A { f 
ia BS ay 
| ofltvaten .aM ses Dit, T ona .gntentaed edtds vista of 
. | es | 

.letrd wwe to etdatingth edt voy evry od H | 

loc 
dou YIsv oy AT :WAMAI AHO FHT. ae. 


memes 3093 bas asmitsd) .aM 9 ¢S10IVALAm, AM > 


“4, ae event tetid ated; mt enlnied Banlvse osdsuQ) ears | 


bLuon ydegvors Sasa erstm sruten noses totam 
"iy au : v= rh Sones: ; Li) (eee " 


_ ba - ¢ , a a" 
7 : 4 - 5. 4 f : °F 
¢ _ _ , i ll a @ ’ 
7 Ff F * 4 


i 


Nethercut & Young - 1860 «+ 


Terente, Ontaric 


be owe completely covered by other individuals, and 
we have limited ourselves to subjects we believe 

are of special interest to the situations that 
concern the Quebec Savings Banks. 

The Quebec Savings Banks are very proud of 
the fact that they’ are the wo oldest surviving 
institutions in Canada. Both started their 
operations as mutuals and philanthropic institutions 
more than a century ago. In 1871, when Confederation 
was established in Canada they came under the pervue 
of the Dominion government and ceased operations 
as mutuals, and were granted royal charters. 

Our operations are mostly in the Montreal 
and Quebec districts, ahaeéne two banks together 
have 74 branch offices and about 1,000 employees. 
Each bank is limited in the area in which it can 
operate, and our Quebec Savings Banks Act 
defines the main district of Montreal and the district 
of Quebec and the judicial districts comprised in 
the area where each bank has authority to operate. 

IT have here a map which shows exactly 
what are these districts that are comprised of in 
each erea. Apart from the points covered in the 
Act which do not deserve special consideration, 
there are some points of more importance which 
describe the conditions under which the Quebec 
Savings Banks operate. 

The first point would cover the cash 


and aditional reserves. The first reserve 
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must be equal to at least 5 per cent of the deposit 
| liabilities of the Wa vl and must be in the form of 
notes of the Bank of Canada or deposits with the 
Bank of Canada or with eridtvineved banks. | 

The secondary reds Ghist He Sq to 
at least yy coer sient 8g the banks deposit liabilities. 
This reserve must be in the form of iste oe the 
Bank of Canada, deposits with the Bank of Canada, 
or with chartered weriel, securities of or eedranteds 
by the government of Canada or of the provinces. 
Principal reserve roqubrens hts are more than 
sufficient. Authorities on the subject and 
students of banking agree that an increase in the 
requirements to be applied to savings devoosits 
woulda serve no useful purpose. 

dnidutic® section covers the securities 
in which we can invest freely. These securities 
are considered guilt edge seearities and goibeaes 
securities of or guaranteed by the government 
of chia da or cne® pwewihesej* mintelpad corporations, 
School corporations and other Bonaunierebe ntang 
preferred security. | 

Another section covers securities in which 
investment is restricted. mM this group. are 
ine luded bonds and debentures, first preferred shares” 
in chine deieupbrandehs bathe certain requirements, 
shares of sapo-veniaaaem commercial bank and other 
securities approved by the Treasury Board. The 


total value in ove investments must not exceed 
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L5-per.cent.of the banks deposit liabilities, 


a 


Sinec 195/-the Quebec«Savings ~-Banks 
have been permitted to ge hes in -seecurit bes .and | 
shares of Canadian corporations, not. in default 
of A650, 2084 or interest Wiahalcta the aggregate | 
value of such»investment does SNR (os 50 per | 
cent of paid,up capital and rest ataetat of the . | 
bank. | 

: : Savings banks may lend on mortgages covered 
by the Glee Stay Housing Veo Vane on nua, Cort first 
mortgages. | The bank ie a ce apply to 
loans in the last category. Bach loan must not 
exceed the lesser of $100,000 or 60 per cent of 
the bank evaluation of the property. There must 
be a building on the property of which a& least 
one-half of the floor space is used for residential 
eee 

Savings banks are not allowed to discount 


commercial paper. Loans may be made on securities 


in which the banks may invest freely and under 
certain conditions in shares of commercial banks 
er securities of a corporation in the restricted 
group. 

Savings banks may tend money without 
security to the government of Canada or of any 
religious corporations, Fabriques de Paroisse, 
hospitals or sanitoriums in the province of Quebec, 


ana under certain conditions, shares of other Canadia 


province, Canadian municipalities, school = 
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| 
corporations. 
Personal loans may also be made up to 
$5,000. The total amount of unsecured loans must | 
not exceed 5 per cent of the banks deposit liabilities] 


excluding loans to the government of Canada or of 


another province. 
Banks are not allowed to charge a rate 
of interest or discount higher than 6 per cent on 
| 
{ 


4.4 


loans except mortgage loans. The rates for calculating 
charges are also specified. 

Generally speaking the Quebec Savings Banks 
Act compares favourably with the 1 ais governing 
savings banks in other countries but the powers 
granted to our own savings banks have advantages | 
over others. This is to allow the Quebec Savings | 
Banks to fulfil a very preferred role enabling | 
them to better serve Savskiat customers, but the banks 
believe that some amendments should be rade to the 
Canadian Savings Banks Act. These amendments 
cover qualifications of directors because under 
the present statutory requirements it is very 
aqifficult if wot. iImpossiple for many candidates, 
otherwise qualified, to be elected to the boards 
of directors. We recommend that the number of 
Shares required should be reduced eat SOO! GO 
lOO shares. We also ask authorization to 
divide our shares in order to make them more 
accessible to small investors. 


Finally, we ask that the price limitation 


on the issue of new share capital be removed. 
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} The Savings Banks recommends Chat bonds 
of lavee OU aiGaciu ial ces ins, are now ine luded 
in the en budy of Peat eeeee sRaththe Ba be included 
in the group of npaaeeter|es investments under 
certain reservations. hey E148 recommend that 
theopresent 15 per cent limitation éciBaea by. 
Section 59 of the Act be raisea to 20 Hee ACh: 
on deposit Ltabivbities. 

Because of the aheroSGRha increase 


in the demands for loans by Religious Corporations, 


loans, the banks recommend that the present 
limitation of 5 per cent on liabilities for the 


aggregate amount of unsecured loans be increased 


lh at sss es rE 


to 10: percent. Because of possible creeping: 


inflation and other reasons, the limitation of 
$5,000 for any one personal loan should be raised 
to $10,000. 

A large increase in the demand for 
orab ok loans is expected ~ the Montreal and Quebec 
areas, and for this reason the Quebec Savings 
Banks recommend that the arecend ho perm cent Limit 
to deposit liabilities be increased to 60 per cent, 
excluding loans made under the National Housing 
Act. Also, that the statutory limitation for each 
loan be increased, and the anount of the evaluation 
percentage of the residential requirements be 
removed. | 


The Savings Banks also recommend that 


they be authorized to make other than first conventionajl 
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4i mortgage loans within certain limitations. 
The following points in regard to asset 
- management by the Quebec Savings Banks are 
worthy of note. The Quebec Savings Banks feel that 


a cash reserve of approximately 10 per cent of their 


6 deposit liabilities should be kept @ compared 

i to the 5 per cent minimum required by the Act. 

8 Their holdings .of Government of Candda and provincial 
9 bonds exceed by far the 15 per cent of deposit 

10 liabilities required by the Act. 

i1 We do not believe that changes that might 

12 be contemplated in regard to cash requirements for 

13 the purposes of tightening control over money 

14 or credit would, if applied to the Quebec Savings 

15 Banks, serve any useful purpose or increase the 

16 effectiveness of monetary. policy. Any change of 

17 that nature should be restricted to commercial 

18 banks and to other financial institutions whose. 

19 operations strongly influence the volume of money 

20 and crédit. 

21 Developments in recent years have rendered 
22 loaning powers in mortgages and personal loans too 

23 restrictive. Savings,.Banks wish to keep their 

24 identity. as savings banks and they are not interested 
25 in making loans to industry and eh Re 

26 | capitan thé private banking service to the individual 
27 and the family. 

28 They feel justified in asking for amendments 
29 to Section 64 of the.Act, and they would like to 

30 


obtain at least the sane lending powers in the mortgage 
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field.as their competitors, 

Personal loans are requested in larger 
numbers and amounts and personal restrictions Should, 
in the Bank's opinion, be decreased. 

ee isS.a growing tendency to borrow 
for. large consumer expenditures. rather than. to 
Save for them, and thus the Savings process has 
become the repayment of the loans after vthe purchase 


has, been made instead of the building up ofthe. 


| 
| 

accounts prior to purchase. 

The Savings Banks lending rates are 
generally in line with those of the other tanks. 
This policy does not apply to mortgage loans. 
When credit is in short supply requests »-are 
scrutinized more closely and the Savings banks 
try to satisfy the largest number of borrowers 
rather than make a few large loans. 

We have tried in our brief to analyse the 
elements, of banking functions. 

In the past tie functions of the bans 
seemed clear enough in the minds of most people, 
and with the advance of the new types of financial 
institutions and their invasion of the Quebee WLLL, 
the question has been raised that these institutions 
add to the confusion. by pretending that since they 
do not call themselves banks their operations are 
not banking operations, but such Superficial reasoning 
does not change the facts. 


The Quebec Savings Banks consider that 
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as such they have two main objects; to ensure the 
highest degree of security for the money entrusted 
lip them and to provide complete financial services 
for the individual and the family. In addition 
to the specific changes recommended by the Quebec 
Savings Banks, it would be advantageous for them 
to be allowed to render additional services to 
their customers such as the sale of Savings banks 
life ihsurance and the establishment of their own 
mutual fund, the establishment of areal estate 
investment trust with sales to for participation 
by depositors, and the handling of trust accounts 
for their depositors. | 

The services offered by the Quebec Savings 
Banks covers nearly the same range of those offered 
by the commercial banks, the main differences being 
that Savings banks cannot discount commercial paper, 
whereas the commercial banks are not allowed to 
make conventional mortgage loans. © The Savings 
banks give particular attention to those services 
which are offs interest to the individual and the 
family. 

Factors influencing, the rate of growth 
of the Quebec Savings Banks, the favourable factors 
are branch expansion, which is the most important 
factor, and new Services, and we think these are 
the Se ibility factors. 

The unfavourable factors are the restriction 


imposed on savings banks as compared with some of 


their competitors, especially tax exempt institutions, 
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: Many. institutions. have, departed from the- principles 

? that, are supposed to govern their operations and 

4 they have entered the banking field and are less 
‘ motivated. by a desire to. promote thrift among their 

> members. than by a buSiness purpose. 

8 They accumulate profits and we believe 

: this treatment is unjustified, since it imposes 

a ares nips on other taxpayers and denies 

, the government of much needed revenue. 

aS In practice, tooperatives and mutuals 

at are synonymalia and the Quebe Savings Banks believe 

a2 that they.and the other deposit corporations have 

ag become the true mutuals, since they contribute 

Ae more than half of their earnings to the support 

tS of the state. This problem has drawn the attention 
is of many, including the President of the United States. 
a Quebec Savings Banks are proud of their 

AS history and they have enjoyed the confidence of 

» many generations of depositors and have provided 

2 a complete financial service to the individual and 

4 the..family. 

2 | They trust that the Royal Commission on 

23 Banking and Finance will concur... in their views 

u and recommencations so that they may be permitted 
2s to better serve the thrifty who deal with them with 
26 an absolute feeling of security. 
id THE CHAIRMAN: Are there any ee ts 
8 COMMISSIONER LEMAN: eBOce, i, Vanier, 
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that you have explained,to.us,that there is .a 
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territorial limitation in the charter of the Quebec 


Savings Banks, and I note in paragraph 100 of your 


brief you make a reference to this territorial 
limitation, but ‘you ‘also imply that it has its 
advantages. 

What I would like to ask you is what 
is. the purpose of putting " territorial limitation 
on an institution such as the savings banks? 

MR. VANIER: That I couldn't know. We 
haven't asked for it; we took it as it is but, in 
fact, the territories are pretty clear because our | 
pernivory in Montreal coincides with the territory 
covered by the Moweean nee of the Appeal Court, 
and the territory of our friends, of the Quebec 
Savings Banks, coincide with the territory covered 
by the division of Quebec and the Appeal Court. 

‘So, this is very clearly the problem; it is divided 
into two sections, and we operate in the western 
part and Quebec operates in the eastern part. 

‘COMMISSIONER LEMAN: if winters when you 
sane the effects of growth of the Quebec Savings 
Banks you said their ability to operate on the branch 
System was one favourable factor in the growth, and 
if the territory was also en arged, would that be 
an additional factor for growth? 

MR. VANIER: Not in the immediate future, 
because we have in Montreal 55 operating branches ©. 
and they are all in the metropolitan territory of 


Montreal. There are many important cities that are 


q E 
% a) , 
> q its \ } iy vary \; 
a lh whe, ee 
a gh Bee ives, ! 
e 2 (6, ad > eee 
@ 7 


ct a 


sleds odd to aaitisds ond nt. mottsdimtt strodtvted 
woe, “‘t0 oor Aasigersq nt sdon I bas - ong —— 
Cattodtrted atad oF soaieeae 6 sem NOV ‘aetad 


‘adi asd ti dedd vlcmt cele voy! dud inoeyevbder 


ot i ar 


', asastnsvbs 
-dedw al yoy Hes. ot on fl bivow T seAwW 


iA 


conten! fetrodtared 8 antssue to eeoqiud ‘rid er 


i. ° ‘~ 
7 eesin ad annivee ond es dove noktusfdent as ‘no’ 


eW  . wood d'abiuoo I ¢eNtT iAGIVAV LAM 
nt ,dud et tf a tt Nood ow ist tot bosles t!neved 
“uo 9aysosd tsofo viverq sts eetrottared edd . Jost 


utoditred od¢ Adtw eebbontos L[setdnomM Ar yrottared 


| 7 ae 
.<dtyO0 [seqqA sit to notdosa IsstinoM sdt yd hbstsvoo yee 
| 1g . ie 
Ssdovd sid To .eabasixt tuo to yaostiared sat brs i 
| SBE i 
berevos yaotinied oft dd¢iw shbtontoo .ennsd eauntived t 
| ot 
.t1vod LsesqqA sdt bab osdsy0 Yo aotekvib edd yd 
Vi : 
hebivib ef t£ ~meldorq sdd vltselo ywrev et etds .o2 ' 
iis Hiei gt { 
nvfotasw sdti nt sters0o sw bAS .enottiose ows osint : 
ee Or 
.Jisq nystess sit at Bedsreqo osdsuS bas Irsq } ine | 
; | 
ApS los 
wOY forw srsdweelh’. :WAMET AAWVOTeST MMOD nas J ay ve 
Bes 
eanivee osdsyul ent Io Adwotsm lo asdos?io edt eeuod a . A 
2 ESS 
Honsid sas mo sdsteqo og yititds seas bisa voy sinsd 
| EE ‘ 
bis .ddworg eld At sotost oldsivovst eno eaw motaye : 
IXY : 
sc Jsadst blyow ,beagyr ns oels esw yrotiaysd sdi tt | 


CdWorg 101 wO"957 Lenoksthbs as 

.SINIUT stsibommt oft AF tou sAaIMAV iM 
© aeonerd anttsreqo €@ IserdnoM nt evsd ow sausood 
if To yiotirrsg ned tilogordem ont nt fis sts went bas 


te | | c 
| ~ irl eattto dnsdroumt vom oxe oveaT tee | 


Nethercut & Young = 1870 - 


Toronto, Ontaric 
i not covered by our institutions and they . are “ranted 
Q to us as being in our territory but we haven't been 
3 there because the growth has been so rapid in the 
district of Montreal that we thought we needed 
§ good coverage in that district before expanding 
6 outside, so there is no immediate need, but it will 
Y eventually help. 
8 COMMISSIONER LEMAN: In Lie words, you 
? felt you had your hands full trying to cover your 
10 territory now. 
if MR. VANIER: Yes, and we agree with our 
12 Quebec friends, and there is no problem, | 
13 COMMISSIONER LEMAN: Would that be true 
14 of the Quebec bank, too? 
is MR, VANTER: Yes. 
16 COMMISSIONER LEMAN: You do not have your 
17 eyes on some surrounding municipalities where you 
18 would like to go ee 
19 Mita VAI LER We have the right, we could 
20 cover the whole western part of the province and 
al we could go Leia == 00 16 Lrom Unree, Rivers: 
aa our territory covers Three Rivers to Ontario and 
a3 fash, tes ieee See to ne warty Poulet 
a THE CHAIRMAN: I did not know that 
25 


Quebec went that far. 


MR. VANIER: Anc Quebec has the balance; 


the territory is quite as large as ours. 


Hk CHAIRMAN: Why shoulc you stop a& 


the boundaries of Ontario? 
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MR. VANIER: We feel that Ontario would 
do very nicely if they had banks similar to ours 


and we could help them to build some of them if 


they want, but for the time being we do not care 


to invade their territory. 

COMMISSIONER LEMAN: What is a little 
puzzling to me is that for some reason -- that 
we might discuss later -- if you say there have 
not been other savings banks founded under the 
Act --- 

MR. RAINVILLE: I believe there was one 
operating “in Ontario in 1871. 

COMMISSIONER LEMAN: But there has not 
been much of a development in that specialized 
type of institution. 

MR. RAINVILLE: is piers this shows 
that there is perhaps -- can I put it this way; 
there is a line that could be drawn between hie 
savings banks and other institutions. bs see, 
in smaller communities I belmve that these co- 
operative institutions could do the job very well 
because they have been specially organized to look 
after the communities but pay would not be big 
enough to appeal ina big way 6 the larger banks, 
but we could take care of the territory very well 
because we have all these banking services that 
the co-operatives have -- not all of them, perhaps, 
because we are more limited than they are, but I 


mean that we could render the services as far as 
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deposits and credit is concerned, at. least. 
COMMISSIONER..LEMAN: At any rate, you 
are not now esking for any extension? .. 


NA. eVANTERS© Noceinoparticulary iy. may 


come in the future, but not in the immediate future. 


COMMISSIONER BROWN: Would you have any 
objection if somebody wanted to support the savings 
banks in your area? 

MR. VANIER: No, we would help them. 

COMMISSIONER BROWN: If somebody wanted 
to start one in Hull? 

MR. VANIER: With pleasure, we would not 
object to it. 

COMMISSIONER BROWN: Who is "we'? 

MR. VANIER: I would say yes, because 
he is the businessman! I mean there is, of 
course, --- 

COMMISSIONER BROWN: You see my point? 

MR. VANIER: I. believe that this should 
be clarified. I mean in principle there is 
no objection but, of course, as far as business 
is concerned the more we have the more we hold 
and the more we eventually could earn, but we 
do not take a nek decision as to that. 

. COMMISS TONER BROWN: At the moment let 
us take Hull as an example, it is within your 
area Chut you are not servicing Hull? 

MR. VANIER: -No. | 

COMMISSIONER BROWN: ‘And that is why 


I asked. 
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.MR.. VANIER: I believe if the question was 
put that we would say, " Well, we have to decide 
On one or two things; we will do it ourselves 
immediately or we shall allow the others to o it”. 
I believe that is the way I should clarify my 
answer and I believe at this point I probably agree 
with Mr. Rainville because we have explained we 
Gornoct) exists for our own sake but for public 
service; we have to give the service or allow others 
‘teoreiwe qu64 

COMMISSIONER LEMAN: You belilevesao is 
either plain or is implied in the Act now that 
unless you agreed there could not be another savings 
bank founded in your territory? 

MR. VANIER: .I would not say that, because 
we have the right to Somat), but til is nothing 
that says that nobody could do it without our 
permission. This qualifies again my answer. 

COMMISSIONER LEMAN: I think that is all 
I have. | 

@OMMISSIONER BROWN: I was going to ask 
if you have any oo Lalo as to .why the savings bank 
type of institution has developed only in these 
two areas of. Montreal and Quebec; why has ctthere not 
been more pressure for it to start in some of the 
| other centres, either in the province of Quebec 
within your territories or in other parts of Canada? 

MR. VANIER: Just to show that we agree 
on things, I will let Mr. Rainville answer that 


question. 
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TFerente, Ontaric 
MR. RAINVILLE:, I think we have ‘covered 
CNLS POLAT im our Drier, and it 18: because it requires 


quite a lot of money to start a bank ang for the..frirse: 


| 
| 
| 
| 
| 
few years it would not make money, probably, make 
Saipan Ea: and it is much easier to start other | 
types of institutions which require less money to | 
start with and are not subjected to the same 
restrictions «that we are and therefore can make 
more profitable transactions and make more profits 
and I think that those are the two main reasons. 
There might be others, but I do not Know about them, 
_ COMMISSIONER LEMAN: You must be referring 

to very recent experience, Mr. Rainville, because 
these other institutions you are talking about have 
not developed very fast up to 25 years ago, have they? 

MR, VANIER: No, perhaps not, but they 
are not there now. 

COMMISSIONER GIBSON: In the same vein, 
Mr. Vanier, do you see any peculiar advantages to 
@ special act of preference for savings banks; 
why is it we have a special act here which lays 
down a particular framework for savings banks, has 
it got some special values of its own that you think 
are very important and should be preserved? 

MR. VANIER: I Helene the main reason 
is that Since we are taking the ordinary banking 
operations that the government thought that anybody 
who would d@al in that line of business should be 
sub ject to cértain restrictions in order to safe- 


guard the public. Ye receive the savings of the 
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public and I believe that this is a very important 
responsibility and so the government has taken the 
Stand that whoever receives savings of the public 


must make sure that it keeps itself in a position 


to turn them back if they are wanted by the depositors, 


so I believe that that was the main reason why we 
have been subjected from the very start to wertain 
limitations and we are still subject to monthly 
reports and to inspections from the Inspector 
General of Banks , and theniificit is not good then 
it should be dispensed with, but if it is good 

it should be applied to others. 

COMMISS TONER GIBSON: Phisyek tthiakshis 
the historical evolution of how this came about. 
Looking, at it now, you believe that this Act -has 
particular values, I realize that there has to 

to 
be reliance on the banks, and this applies’ ourselves 
as well as yourself that you have a-special sae 
and special regulations and restrictions affecting 
you, 

Now, you. feel that it. plays an important 
part in your special kind of operation, do you? 

MR. VANIER: I would say that we work 
wonderfully on these positions with the government, 
and there are certain changes that seem to be 
warranted. We are quite satisfied with ee 


Situation as it is, but we would like -- I mean, 


but as a whole we do not object to the control, we 


Ee cee, 


as Mr. Rginville stated -- we want certain : 
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1 Y 
I believe we would behave well without 
2 
these obligations but it 18’ mot too* bad to be 
3 
under the supervision of public authority, it 
4 
gives additional credit to an institution, 
5 
I referred to certain definitions, and 
6 
I believe that in my mind there are two operations 
7 
that are really banking operations, and one is to 
8 
use the savings of clients to extend it in the 
9 . 
form of credit to others. Now, that is a 
10 
responsibility. The institution takes the stand 
11 
On an intermediary between those who save and 
12 
| do not want to invest and those who want additional 
13 
money but do not have the money to invest, so they 
14 | 
want to use the savings of others. They have it 
15 
and could use it and the bank @&rees to the credit 
16 : 
under its own responsibility and keeps business in 
i¢ ; 
the business and reimburses what has been deposited, 
18 
I believe that this is one of the main operations 
19 
of a bank. 
20 
Now, if we do that it is only reasonable 
21 
that it would be subject to inspection as the 
22 | 
commercial banks are because we do the same kind 
23 
of business. 
24 
COMMISSIONER GIBSON: Mr. Vanier, that 
25 
part of your definition is very broad ; there are 
26 
lots of other institutions that use the savings 
27 
of people as a form of investment and use it some- 
28 
how to give credit to others. You use it in the 
29 


form of depos ite. 
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MR. WANIER«a iYeso’butedtits notemy definition. 
My definition would be the eivine of eredit to the 
public by using the Bertaeh ax hanitea in safe-keeping. 

| For instance, we handle tn Montreal 
about 300,000 accounts which is quite a number, 

and we have around $275 million on deposit, so this 
means that the average amount deposited is a little | 
less than $1,000... Well, this is all money that | 
may be needed eventually by anybody, so we cannot 

freeze that by extending credit to others. This 
is a great responsibility and I believe that this 

is the banking operation in'itself, so we have to | 
invest it in such a way that we keep ourselves 

in a position to reimburse any depositor who claims 


back his money. 
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When the money is given in eafe-keeping this puts 


a particular responsibility on the inetitution, and 


if we lend that money that ie deposited in. safe-kee ping 


we have got to do it with care, and I believe it ig not 


bad that it should be done under the supervision of 
the eove rnme nt. | 

COMMISS IONER LEMAN : L.certadlaly:do not 
question a lot ef, the principles your have, mentioned, 
but you are opening up such a seu Wieniag mimes that 
I think we ought to discuss this a bit more, 

MR, VANIER; Well, I believe we are here 
' fom thatay Thigye I+-muet say, is my He ea opinion, 
Itpdéei not dnothey reports: dt Ls mynpergson view.on 
the matter, ang I would not like rey my friends 
by that. 

COMMISSIONER LEMAN;: Isn't it possible to 
visualize some more refinements inithige question. 
there are savers who may be anxious to have their 
Savings available;toythem atino noticesat»adl,-ox 
on very short notice, and there are other savers who 
are willing to invest for a specified term, here 
are other types of savers who are willing to invest 
on very long-term, So, again, if you want to talk 
about banking, could there be a lot of cies Liable 
use of people's savings to give credit to others? 

MR. VANIER: It is on account of that we 
invest in different waye. We have short-term 
investments and longer term investments. We invest 
in mortgages. We invest for five years with monthly 


Or quarterly instalments. This isan investment of\ a 
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longer Rae isaac have savings that should be 
kept available but they will not.be required by she 
depositors for months and months tO «come .O”, perhaps 

yeare to come, 

COMMISSIONER LEMAN: But I am looking for 
a definition here, If a finance company that would 
borrow money on 10-year term from savers with the idea 
of giving credit to people -- is that banking? 

MR, VANIER: I don't think we could say that 
it would be banking if it 1g 11 months and-it would not 
bec banking if. it. i¢.12-months, I don't think. we 
could draw a line that way. But, in general bx Insel ples 


I believe whoever acts as an intermediary between 


the one who saves without investing and the one who 


needs the money without having the savings, is a 
banking. Inetitution., In itself it le an operation 
between savers and borrowers, and I believe this. ig 
one of the characteristics of a banking institution. 

COMMISSIONER GIBSON: You uged the word 
monies "entrusted" by savers to a financial LstisgielOMN le v8 
when you were defining "banking": Is there any 
Significance in those words? In other words, do you 
drawia line between monies that are entrusted in the 
form of a deposit and monies Such as those Mr. Leman 
mentioned that are put into a piece of paper as 
Security? Where is this line between what is a bank 
and what ig not a bank? 


MRoe VANIER.* .<f gon 't..think,.l can give an 


answer*that would be entirely satisfactory, but there’ 


is no doubt, as I said in my preliminary remarks, tiat 
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every individual and family needs a certain: cash 
balance, That cash balance hag to be kept Available 
to the one who deposits it. According to the present 
requirements of the law, these monies deposited become 
the property of the institution, but there is a 
personal obligation to give it back on demand. 

COMMISSIONER GIBSON: Yes, this is the case 
with your deposits? 

MR. VANIER: Yee, 

COMMISSIONER GIBSON: Would you say this 
was also the case where you gold a piece of paper 

with your name on it -- a time instrument? You BUT POUT 
deposit recetpts, don't you? 

MR. VANIER : Yes. | - 

COMMISSIONER GIBSON: Do you regarg that’ in 
the same light? 

MR, VANIER: Not exactly so, I would not say, 

MR, RAINVILLE: There ig a proportion of 
deposits which will not be claimed immediately. 

COMMISSIONER GIBSON: But they are algo 
monies eHtiuntes: to you? 

MR. RAINVILLE: Yes, 

MR. VANIER: That ig the reagon why the law 

Says we have to keep a first reserve and a second 

recerve, because all the monies deposited with us are 

not deposited under thé same conditions. 

COMMISSIONER GIBSON: But the reserves are not 
applied to specific kinds of deposits? 

MR. VANIER : ANS , they are waeee eat tne deposit 


liabilities. 
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COMMISSIONER LEMAN: In the second case are 
you still a banker, with “the “deposit ‘receipts? 

MR. RAINVILLE: Yes, of course, 

MR;“VANIER? “Yes. 

MR. RAINVILLE: The money can be withdrawn. . 
It ts not withdrawn, and we Pion 't expect it to be 
withdrawn immediately. We know gome people will need 
their money today or tomorrow, but not all of them, 
I-don!t think any bank would like them all to come in 
and claim their money. 

COMMISSIONER GIBSON: But are shares in the 
credit union to be viewed in the saité light? Is the 
‘Short-term paper of a finance company to be viewed 
in the same light? There are gifferences in the 
liquidity and in the legal papers that are put out, 
There are-differeénces*in*the legal -obligatione”’ of the 
man who takes those funds, We would be interested if 
you could give ug some idea here, but, ag Mr, Leman 
Says, it just seeme to grade slight changes ag you 
move down the time scale.and as the legal form of the 
instrument changes, 

MR. RAINVILLE : When people put money in 
deposit, that is a deposit and they expect to withdraw 
the money, except those who buy certificates of 
deposit. This te*term money and it*is therefore” 90 
daye or a certain period of time ang getoan count on 
holding that money for that period or perhaps longer, 
but ordinary deposits get withdrawn at any time. They 
are demand deposits, and there ig a distinction there, 


COMMISSIONER LEMAN: We agree with you, but 
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our problem is that Mr. Vanier suggested we could 
arrive at a good definition of what is banking and 
what is not and that it was very elear that at one 
point it would be and at one point it would not be, 
and we were wondering about that, 

MR, VANIER: I repeat my definition: The 
extension of credit tothe public out of Savings 
deposited for safe-keeping. When it is a deposit for 
safe-keeping it is supposed to be drawn or used any 
time without formality. 

THE CHAIRMAN: Any time? 

MR. VANIER: Any time -- no term. I believe 
the distinction may be between the money deposited 
under those circumstances and money deposited on 
certificate receipts, which are different, because this 
16 a@ contract that will last the time of the deposit 
rece:lpts-. 

COMMISSIONER LEMAN: And that would not .be 
banking? 

MR. VANIER: I would not say it would not 
be banking, but we could specify that the other ig 
always banking. 

COMMISSIONER BROWN: The deposit receipts 
would be near banking? 

MR, VANIER: It may be near banking, but I 
don't think that formula would cover everything, but 
Le would cover one operation. 

COMMISSIONER BROWN: Would you add into that 
any definiition of the means of withdrawal? 


MR. VANIER: Yes. I have another definition, 
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1 and I believe I will read it from my papers go that 


2 I won't miss a single word of it: 


3 The transformation of deposit liabilities 
Al. into actual currency by the acceptation otns cheque 
5  wendadenden payment’ 18 eseentidiay a. banking operation. 
6 nid uk I do not.mean it one due yoderthelepdesunace, 


7 but it is in itself a banking operation. 
gi COMMISSIONER BROWN: Your definition there 


9 does not include the transfer of those liabilities 


10 from one owner to aHothane You say ie transfer into 
a wene?: | 

ll ; OP. MBY YVANIERs uYes, 

13 COMMISSIONER BROWN: How about the transfer 
14 from one person to another? 

15 MR, VANIER: When the public statistics 


give us the amount of currency in existence they usually 
consider all the deposit liabilities: asyctirrency, but 
they are aentaary currency only when a cheque is drawn 
on those deposits. That is why I say it becomes a 
banking operation ag soon as that deposit actually 
falis into circulation and becomes actual currency 
by the issue of a cheque or an order, because it is 
just as good as money at that Bhste and &0 it is 
really, curréney. 

COMMISSIONER BROWN ; But if one person draws 
a cheque on his account ‘and gives it to another, and 
that person does Ss ieibacite the money out, but puts it 
in his account, then it doee not come within bhat 
definition? 


MR. VANIER: Why not? 
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COMMISSIONER BROWN: Because nothing has 
been turnediover, 

MR. VANIER: If I have one dollar to give 
to my good friend Mr. Turgeon, I can take ten dollar 
bills and give it, or I can give a cheque on my account 
aiden deposit it in hig account, so it is actual 
currency between he and I. 

COMMISSIONER BROWN; You would include that 
in your definition? 

MR. VANIER: Yee, as soon as it replaces 
mé Talcctrrencyhor paper currency it increases the 
volume of currency in use, 

COMMISSIONER BROWN: Let us go one stage 
further -- and I think this Adoatewdtie a legal 
problem in some countries: Instead of writing a cheque 
on your account to pay Eaton's and Simpson's you write 
a letter to the bank telling them to pay Eaton's and 
Simpson's out of your account. 

MR. VANIER: Well, this might not be, becauge 
this letter cannot be endorsed and circulated as money, 
while a cheque could always be endorsed and could go 
into a hundred hands before it is debited to the 
account on which it ig drawn, 

COMMISSIONER BROWN: But our problem that 
arises igs that --- 

MR, .VANIER: Yes, but a letter is a private 
document... I’ could npee.ca call over the telephone and 
say, "Would you do that?", and if the bank wants to 
take the risk, they could ‘make the transfer, 


COMMISSIONER BROWN: And you would not call 
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that banking? 

MR, VANIER: No, this is an ordinary 
contract ~- this is an agreement between two parties, 
but I would not say it is essential banking; but 
when it takes the form of a document that could circulate 
from hand to-hand in a limited period of time between 
an unlimited number of holders, then it acts as actual 
currency and thig is banking because it changes the 
nature of the deposit. It changes into actual currency. 

COMMISSIONER LEMAN: You may run into this 
difficulty: The Bills of Exchange Act says that a 
cheque is an order for payment drawn on a bank. If 
you start saying a bank is an institution on which 
certain orders for payment are drawn, then you are 
defining the two things one by the other. 

MR. VANIER: No. I believe if we define 
banking operations we will find that a financial 
institution that does banking operations becomes a 
bank, As you know, other financial institutions 
besides the two kinds of banks I have referred to are 
not allowed to use the words "bank" or "banking" or 
"panker", and if they are not allowed to use the words, 
they are not supposed to do the operation, because 
it is not the word. the act hag in view, but the 
operation. So, an institution that does operations 
that are essentially banking becomes a bank in fact. 
So, I believe the implications would be that any 
institution who would like to be called a bank would 
have to follow the provisions of the statute that 


requires them to send statements to the government to 
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receive the control of the Inspector General and 

pay taxes like those who act as such, I believe the 
advantage of these definitions would be to clarify 


@ situation that is most confused. You would have 


a definition of "banks" and also of "banking operation”, 


and you would know who falls under the supervision 
of that statute, and I believe that is the key to 
the whole gituation. 

THE CHAIRMAN: If I understand you correctly, 
I rather get this impression, that the earmark of 
banking is the circulatory aspect of its operations -- 
the circulation of money ...? 

MR. VANIER: Yes, if you use deposits and 
give it to another one -- well, you certainly act as 
an intermediary because a saver could not find a 
borrower by himself, and the bank does that. 

THE CHAIRMAN: And to do so the bank must 
be highly liquid? 

MR. VANIER: Certainly. 

THE CHAIRMAN: And its deposits are such 
that they give rise to the circulation of credit? 

MR, VANIER: Yes, 

THE CHAIRMAN: -I don't know whether that ig 
an accurate way of putting it. 

MR. VANIER: Well, to a certain extent, 

COMMISSIONER GIBSON: Let me have a try. 
Would this be fair, to summarize what you have been 
telling us: That the two essential things about 
banking are, one, the use of the chequing privilege 


and, two, the acceptance of deposits which are either 
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legally or in fact payable on demand? 

MR. VANIER: No, I would not say a deposit 
bmeitself is banking, because I can go to any institution 
and say, "I have a loose $5,000, Would you take care 
of it?", and I might go this afternoon and calite et 
back, or ini one month, ©The deposit is not banking, 
in my view, It is the fact that after having deposited 
the money the institution uses it for credit to other 
peoplesve lt: isthe use of that deposited money for 
other purposes under the responsibility of the financial 
institution that makes it a banking operation. 

COMMISSIONER GIBSON: But you also put 
emphasis on the demand character of the obligation -- 
Savings entrusted. You said earlier a fixed term 
deposit would be something different, and in your 
definition here you talk about the extension of 
credit to the public out of savings depogited for 
safe~-keeping. 

MR, VANIER: Yee. 

COMMISSIONER GIBSON: -And in elaborating on 
that you said you thought that would probably leave out 
time instruments like fixed term deposits? 

MR. VANIER: Yes, 

COMMISSIONER GIBSON: So you do put quite 
a lot of emphasis on the demand nature of the obligation 
as. one’ off thei features, don!dtu you? 

MR. VANIER: I don't give these things 
as perfect suggestions. I thought it would open up a 
discussion, and I see that it has, I believe you could 


improve on that. I am speaking to experts, go I am 
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just making suggestione. 


THE CHAIRMAN: No. We regard you as the 


expert. 

MR. VANIER: Thank you, Mr. Chairman, I 
believe you can improve on that -- I believe there ig 
something in that -- that if you put something in the 


definition which includes something that would meet 
the aspect emphasized by Mr. Leman and Mr. Gibson, 

I believe it would improve the definition, If the 
demand money is used for credit purposes, then it 
becomes more clearly a banking operation. It would 

be demand money deposited for safe-keeping. I believe 
there we are coming closer to the point. | 

MR. RAINVILLE: It might be for a short term. 
With a lot of deposits, the term does not exceed one 
year. 

COMMISSIONER BROWN: Certainly, all the way 
through we have been getting definitions of what is 
not banking. Everybody gays they are not. banking, 
But. theragii ft leulty te to find something which says, 
“Thi sodveehankine ™, 

MR. VANIER; If we accept definitions of 
this sort -- and there may be others -~ and I take the 
responsibility for suggesting a couple of them that 
are. not perfect, but are, I believe, quite close to 
what it should be, then it would be easy to define 


a banker if we know what a banking operation ig, because 


it would be an institution which does banking operations, 


The Act says now that a bank is a bank, and I think 


Chis Ls satiefagvory, but it wouwla be an improvement to 
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Say that a bank is an institution that does banking 
operations provided that "banking operations" ig 


defined in the etatute. 
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and a good definition of "banking operations" then 
the inference will be very easy to draw. 

COMMISSIONER LEMAN: This is interesting, 
Mr, Vanier, because as I said before these exchange 
acts say that a cheque if an order for payment drawn 
ona bank, and since we do not know what a bank ig, 
we do not know what a cheque is either, do we? 

MR& VANIER: We uge them though. 

COMMISS TONER BROWN: Perhaps we should start 
this whole thing by defining "cheque". 

THE CHAIRMAN: Just before we leave this 
Subject’, Mr. Vanier, you suggest that there should be 
a definition in the Act. Is our problem not this: 
To determine what. is a bank within the meaning of the 
section in the British North America’ Act, ‘which uges 


Ha. 


bank ing " 


I believe if we have a good definition of "bank" 
the expression ‘"'banking" ? That is, what is 
within the meaning of the British North America Act? | 
Because, if wevattempt to define a bank, or banking 

ina’ federal statute by federal statute and we are 

not concerned with the meaning of "banking" in the 
British North America Act, it would not be of much 
use. I do not think that has ever been definied. 

I think one of our @gifficulties. ig that the term 
"pank"' as used in the British North America Act hag 
never fully been dealt with by legal decision. There 
have been some cases which suggested that certain 
operations were banking operations but they have never 
really attempted to define what is a "bank" nor 


these various possible activities that would be 
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included in that operation. 

Ouxr..terms ,of. reference limit us. to mattera 
BLhatpare within federal .jumisdiction and.there is a 
very blurred distinction between what comes within 
federal jurisdiction ag to banking and what would come 
within provincial jurisdiction ag to some type of 
money lending. That might merely be property and 
Civil rights, and we cannot determine that because 
we,are not acount. 

MR, VANIER: I quite agree,Mr, Chairman, but 
we are discussing the various types of institutions, 
and the confusion that hag developed, go I believe it 
is within the province of your Commiggsion to try to 
put some order into this situation to clarify it, 

THE CHAIRMAN: I agree with you fully in 
that regard but there is some difficulty in OU ae Lt 
in precise form in the federal statute, There may 
be some difficulty arising, however, it may be that 
it can be done uptoca pdint,and that might be very 
useful. 

MR..VANIER: I.am sorry, gentlemen, that I 
have taken you away from our brief as the result of 
certain personal interjections, 

THE CHAIRMAN: No, Mr. Vanier, this ig the 
sort of digcussion. we. -have, been looking for, We have 
had it to some extent with others but not quite ue 
fully as we have had with you, and we yery much 
appreciate that you have raised thig point because it 
is a very important one from our Dont, of, view. 


MR. .VANIER: Thank you. 
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COMMISSIONER LEMAN: I would like to agk 
a question, Mr, Vanier, by reference to paragraph 6 
of the brief where you do talk about capitl market. 
You make some reference there to what you call "alloca- 


tion of resources" 


in the economy, I am wondering 
what sense you used that expression in the brief. 

MR, VANIER: If you will allow me, I do not 
want to monopolize this discusgion, so I will leave 
this to Mr, Rainville to answer, 

MR, RAINVILLE: The way we understood thie 
was that perhaps some organization in government would 
like to allocate reserve resources to the level of 
industry in order to help certain sectore of the 
economy. Of course, other sectors would be deprived 
of the necessary resources if you re-allocated them 
and there is continuing changes. Then the sector 
which had been deprived would Etay’ in’ that’ postt ion 
for quite a long time before the Ciiie” Le "veouit Leo 
because the more HUTA LLG Ke the worse it becomes, 
That is the way we thought in this regeray, and 't 
think that explanation should about cover the Subject. 

COMMISSIONER LEMAN;: You are referring’ to 
what government might do by 2rving Créeqit*to*epecial 
sectors of the economy? 

MR. RAINVILLE: At the expense of other 
sect ore, 

COMMISSIONER LEMAN: You would not call it 
an allocation of resources if the allocation happened 
to be accomplished through the working of the free 
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MR, RAINVILLE; No. 

COMMISS IONER LEMAN: Now I should like to 
talk a little bit about your section entitled "Liquidity 
and Cash Management", If we look at your submission 
we see that 62 itemg in the aggete there; well, let 
us take thé Montréal banke to start withy.and-that 
Lsaschedulées IIs 

COMMISSIONER BROWN: At page 56, 

COMMISSIONER LEMAN: At page 56, Schedule II. 
If we refer at the game time to paragraph 34 of the 
brief, where there is a cross reference which you 
make to Schedule II, we see that you explain in paragrap 
34(b) that the excesses in item 1 of Schedule II over 
the prescribed 5 per cent cash reserve plus that 
portion of item 2 which can be properly accounted on 
ag part of the secondary reserve, ete, ‘That is a 
Littlerbit )puzzling ytoomey vcWhat is the portion of 
item 2 that can be properly counted as part of the 
secondary reserve? 

MR. RAINVILLE: The actual cagh we have in 
our tills and things like that, because in item 2 
are included the cheques drawn on us and the other 
banks, and they can be counted as a reserve, I 
refer to the cheques that we have in clearing, for 
example, which are not cleared yet. We may have 
$1 million, $2 million or perhaps more in cheques 
that we have paid during the day and at exomene time 
we still have thoge cheques, They are not actual 
cash but they can be counted as a reserve. They are 


cheques drawn on ug that have not been charged to the 


Aye ea at ¥, 
AW ee a 


SOW. SAL VMT AR) AM 
a out biwode i wot :MAMAI AAMOI 22IMMOO. 
tbtwpid” poeiriwe fotiose nuoy tuods tick oLtti£t se: say ee 
“pol asimdys voy ts xHool ow Tl. ."toswegsneM deen batt 
; Sane 
ter LLew isredt eatosss edt al emeti Sd tedt 998 Sw 
“S$sct bas. dtiw TristB ov. eaasd fsexsiaoM sdd evstoay 
| f° elubedod at 
Be sgsq tA. ;UWOA ABMOTe2IMMOD. 
LL elupendoe .O@ egsq JA HAMEL AGMOTZSIMMOD 
ed? to #€ dgsitgersq of emt} emees edt ta nestor ew tI 
Now dotdw sonoreter Sa07o.s af .sovrentt exredw , tebxd 
rgsiaq al abelqxe voy vadt 998 ow .ll sinpedoa oF salsa 
ene Il slubedo’ to [ medi at asgasoxe edt ssdt-(d)ite 
dsc avlq evyoasy daso Jdmso 18q.d bedirogerq ont 
no betmyooos yLrsqoig sd nso dotdw S matt to. cottroq. 
6 af jedT .ots .evrezsy yrsbnooes, odd ‘to meq as 
Lo molivtoqg sdt si tsdwWw .om of eitissugq tid esfosil. 
edt to trsq as betlnvos yLxreqorg ed sso teddy S moth 
Sov TORY YrSspmI0|eR 
rom overt ew deso [svutos odT  ;ALIIVULAA AM. Pon 
S mett af sausoed .jedi stil eanind pas |f££t t)20 
redio elt prs au 10 MwsTh Beypedo sit bepulont ors 
I ,Sv¥seet 5 BS pstnveo od aso yeds. bas .slned, 
YOl .gaixvsefo at svsed ow tsntt seupedo. edt ot swetor 
ovet ysm oW ,dey persefo fom evs dotdw . slqmsxe je 
eeupedo at srom aqsiteq to notlitm 8é .sotilim te | lag 


| 
emtt gateolo ts pas ySb ont anixwh pisgq sved ow sds a 


fsutos tom ors yedT »Boupsdo szed3 eved Llidte. ow, |e 


(9%8 YsdT .evyreast s BB. whol ed mso yedi. a6 ete 


ody ad bsgisdo wae ton even el fa ge des do. le | 


ee hr Apts ey 
rs tae elt mmm 2 me 1 


Nethercut &é Young i: 1894 = 


Ferente, Ontaric 


bank accounts Yor the -“de'por tors. “hey are’*ine ruded 


In erat tte ee Oates Lome Sule Ore mann. “OS 


Bank of Canada notes and money in that $12 million 
fLigurey 4° thar rcan (be courted. That le what we 
meant. 

COMMISSIONER LEMAN: What I would like 
clapifrie@g-ig°thies Would°you ‘say -that-item 1 is 


clearly all part’ ofthe primary “reserve 7 


MR, RAINVILLE: Not all of it; 5 per cent 


5 per cent of that is about $12,500,000, or $13 million, 
We have $21 million in the first figure there in 

excess of the $8 million there. Thig can be counted 
inthhe Lorperncdnty 

COMMISSIONER LEMAN: That is right, but 
albeofitem'] qualifies ag ithe atype of ragsets that 
can form the primary reserve? 

MR. RAINVILIE: Yes, 

COMMISSIONER LEMAN: Now, a part of item 2 
can also be part of the primary reserve? 

MR, ‘RAINVILLE:... Exactly, yes. 

COMMISSIONER LEMAN: A part of it qualifies 
for secondary reserve? 

MR. RAINVILLE: Yes, 

COMMISSIONER LEMAN: Now, how much of that 
item 1 would you say as of that date was assets qualifying 
for primary and assets qualifying only for secondary? 

MR. RAINVILLE: Perhaps Mr. Audet will answer 


of the deposits. We have $257 million on deposit, 
thats 
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COMMISSIONER BROWN: Further than that, 
the -reference you made, Mr. Leman, indicates that 
only part i item 2 can be counted as secondary 
reserve. 

COMMISSIONER LEMAN: Yes. 

COMMISSIONER BROWN: So some of it 
does not count sas any ial et 

MR. RAINVILLE: We usually have from 
SAM Lion bores) mil Li onwinunotes. We are trying 
to find the exact figure on that. 

COMMISSIONER BROWN: Why would not those 
notes be in-item 1? 

MR. RAINVILLE: Well, that is a 
they care in item l. 

MR, AUDI: ‘Im item 2 we have sonic 
deposits in the banks which are in United States 
currency and they cannot be counted in item 1. 


The Act,.of course, says that the 5 per cent cash 


reserve has to be in Canadian currency. Of course, 


we have in item 2 the outgoing clearings; we have, 
of course, bonds matured and coupons which are 
still in the teller's cash in the branches. | 

That we considered, of course, cash because at the 
time of closing then Brinks will have these ‘effects 
and pub themsethroughnywolearing, but.1it.is Haeine 
cash.8o at the time of closing it would be an out- 
going clearing; what remains in the teller's cash 
in matured bonds and coupons and all these things 
because, as you know, at the end of each month 


a large amount of matured bonds are deposited, as 
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| well as coupons. These are all in item 2. | 
2 COMMISSIONER LEMAN: What I was suggesting | 
3 is that it does not have much importance in this 
$ case because as of that date you obviously have 
5 a primary cash account way above your statutory 
: Limi oy I am suggesting that 1f we look at such | 
7 statements and if you were closer to your minimun, | 
S| we would not know what the real margin is the way 
? these two items are shown. 
” MR. - RAINVILLE! Providing item Ll. compliés 
iM with the requirement of the law, 
= COMMISSIONER LEMAN: Yes. 
a MR, RAINVILLE: If we had $60 million 
it at the end of the fiscal year, the law says 5 per 
15 cent, which is $13 million, one can see that we have 
= much in excess of the $13 million in item 1, which 
17 is the item which should give the supply limitation. 
be COMMISSIONER LEMAN: So we would not know 
_ how much above that you are? 
“ MR, RAINVILLE: Yes. 
= COMMISSIONER LEMAN: That is, by looking 
- at these two items, so that I think what Mr. Vanier 
= said in his opening remarks as well @ is stated 
= in paragraph 119, elaine that you have been working 
a on the average at a 10 per cent cash reserve. 
267 - MR. RAINVILLE: Yes. 
o COMMISSIONER LEMAN: Rather than the 5 per 
28 | cent which A the stacucory limit. 
29 


MR, RAINVILLE: That - 1s. quite true, yes. 
30 
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1 MR. RAINVILLE: That is quite true, yes. 
2 COMMISS TONER LEMAN: What makes you feel 
3 that 10 per. cent is Beebe panane. and how much 
4 fluctuation has there been, let eran over the 
5 last ten years or some other recent period, in 
6 the actual reserve? 
7 MR. AUDET: .I would say the fluctuations 
8 have been narrow. We have always felt it has been 
9 Good banking practice,vcand dT. think allsthrouch. the | 
10 years of banking it has been considered that a 10 per 
11 cent cash reserve has been enough to supply the 
12 possible withdrawals by Beinn sn 
13 COMMISSIONER LEMAN: You have seen that? | 
14 MR. AUDET:  We,have.  We.do not need that 
15 much money. 
16 MR. VANIER: But we keep it. | 
17 COMMISSIONER GIBSON: This is what chartere 
18 banks used to do. 
19 MR...RAINVILLE:..8 per cent. 
20 COMMISSIONER GIBSON: Before that came 
21 into effect 10 per cent was the approximate cash 
22 ratio. You follow ina rather similar way in this 
23 regard what they teen bo OD), 
24 MR. AUDET': That is quite true. 
25 THE CHAIRMAN: The 5 per cent must be 
26 rept. at:.4 Llanes. 
27 MR.. RAINVILLE: Yes: 
28 THE CHAIRMAN: You would get into difficulty 
29 || otherwise,..but, this extra five per cent gives you 
30 | something, extra? 
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MR RATINVIELES “THe * 7s or’ 8" Ser Bet 
ratio would be satisfactory. 
THE CHAIRMAN: We shall now adjourn for 
ten minutes, 
==-“Shere-recess : 
--=- Arter YTrecess* 
THE CHAIRMAN: We shall now resume, 
COMMISSIONER GIBSON: Mr. Vanier, before 
the recess we were talking about the cash reserve 
practices of the two Quebec city banks. 1 Ssnould 
like to follow along this customary LO per cent 
ratio that you-follow just a little further. I 


Should also:like to get your views on the way 


that the minimum required cash reserve is calculated. 


First ofeall, with regard to-the 10 pér 
cent customary’ reserve, I think one ofthe witnesses 
Ssavd*that it did not vary a e@reat deal. 

MR; VANIER? “Yes, 

COMMISSIONER “GIBSON!**Is*this*¢orreet or 
Goes"it~govup~2"or 3 per cent and down 2 or 3 per 
cent? 

MR. VANIER: I think I will ask Mr. Audet 
to give you further information in that respect. 

MR. AUDET: It may very at certain periods 
of the year. 

COMMISSIONER GIBSON: Or when money is 
& BL 6 Teh eLe might @o down abit and go up again 
later? 

MR AUDET Yr? Yes,’ bUb. “Usual ry we do’ operate 


on this minimum of 10 per cent, 
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COMMISSIONER GIBSON: But you would not 
be concerned if for a short period it went down to 
8 per cent ? 

MR. AUDET: We would never allow LUGO 
SO TOO per *eent™ 

COMMISSIONER GIEBSON: “Are you talking 
about the’ ash ratio or the’ cabh plus’ the” items 
fTeureo’ in teem cy 

MA WROUDET?” “Iam talking-apout tne cash. 


COMMISSIONER GIBSON: Just cash that is 


deposited with the Bank of Canada and chartered banks 


and with your tellers? 

NAt Boos ee, 

COMMISSIONER GIBSON: I made a few 
calculations” in’ regard’ to Tt'and? Tt seemed to*+me 
Unaoy Ley alo vary a~ bit from one’statement to the 
out elk 

MR, °FOUCRULESSF In-ourp-¢case LTUSmight go 
down to © per cent, but we never allow it to go 
below 6 per cent. 

COMMISSTONER “GIBSON: + “ft “mtighnvuy go kup 
aswell? 

MR: FOUCAUET: It°might’ -go up to 8 or 9° 
in certain circumstances, yes. 

COMMISSIONER BROWN: In the Quebec Savings 
Banks you do not hesitate to borrow .from the 
chartered banks to bring it i 9% ae 

MR. FOUCAULT: We would borrow from the 
chartered=bank:+ to jeep the devosit, covering the 


Shortage that may happen once in a while. 
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COMMISSIONER BROWN: We,neticed that at 
December 3lst your cash in item 1 was only $3,100,000 
and, of course, en fe would be a portion of item 2 
in that category as well. 

MR, FOUCAULT: Yes. 

COMMISSIONER BROWN: We cdo not know how 
much of item 2 falls in that category, but your 
advances from chartered banks were $2,600,000, so 
most of your cash was made up im borrowings Tron 
chartered banks? 

MR. FOUCAULT: We do as a practice keep 
$1 million iidencatt accounts for the cash reserve 
because we do not need so much cash in ait tills 
due to the fact that the bank is not as big as the 
Montreal District Savings Bank, and our requirement 
would not be aS heavy as in Montreal on this account. 
| COMMISSIONER BROWN: I missed one phrase 
there. You say you keep $1 million where? 

MR. FOUCAULT: On deposit with the bank 
in account with cash reserve. 

COMMISSIONER GIBSON: You examine your 
cash position every day? | 

MR. FOUCAULT: Every day, yes, and we 
have to report every day ae a monthly basis. 

COMMISSTONER GIBSON: Just a ene chartered 
banks do? 

MR. FOUCAULT: Yes, exactly. 

COMMISSIONER GIBSON: This leadsBetoatthe 
other question, You calculate your required minimum 


caSh reserve quite aifferently from the chartered 


one 
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erento, Ontaria. 
banks. . The charvered banks are rermittec tO 
Bere ae in working out their GO per dy This 
is a daily average for ane asEehe but you simply 
cannot go below the 5 per cent figure at any time, 
this is correct, is it not? 
| MR, BPOUCAULT! | Mes, that is true. 

COMM ISS TONTR GIBSON? Do you find Gais 
satisfactory? 

MR. FOUCAULT: Yes. 

COMMISSIONER GIBSON: Did you make any 
representations about it at the last revision or 
Your ACU? | 

MR, FOUCAULT: No. 

COMMISSIONER GIBSON: Would you see 
any merit in doing anything on the same basis; that 
13.as ce chartered” banks ratio: 1s. calculated: 
Is there my reason for having it different, let 
us say? I am not talking about the percentage. 

I Pr ieee tne about the way it is calculated. They 
have an average minimum. 

MR. AUDET: The fact that we keep such 
a comfortable margin gives us the feeling that we 
would not require any change. 

COMMISSIONER GIBSON: In other words 
it does n ot make much difference to you? 

MAY AUDEYs) No, . not much 

MR. FOUCAULT: No. 

COMMISSIONER GIBSON: But if the ratio 
was higher it would be a different matter? 


MR. AUDET: Yes, definitely, because Then 
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we would have to stick to the higher minimum, if 
it would be such. As it is now we do not see any 
need for it being changed. 

COMMISSIONER GIBSON: But you do not see 
any particular merit in having it different eitner, 
do you? 

MR. AUDET: No. 

COMMISSIONER GIBSON: If it were the 
Same there would be no particular OU JeCULON CO That. 
Fobakeatt 2 

MR. RAINVILLE: I do not think it would 
be a good thing because we would have to keep a 
higher minimum, We have 10 per cent now and 
we could have 8 per cent without Girfiieulty, 
but if we had to maintain an 8 per cent minimum 
we would have to keep it at 10 per cent, 11 per 
cent or perhaps 12 per cent. 

COMMISSIONER GIBSON: I was not suggesting 
a change in the minimum, I was talking about the 
way the minimum is calculated, 

MR. RAINVILLE: Yes. 

COMMISSIONER GIBSON: In other words if 
you did it the way the chartered banks do you would 
be allowed to average your daily position by the 
month in arriving at your minimum 5 per cent. 

MR. RAINVILLE: Yes. 

COMMISSIONER GIBSON: But the way it is 
now you just cannot go below 5 per. cent? 

MR. RAINVILLE: oe fe right , 


COMMISSIONER GIBSON: I was wondering if 
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there was any particular reason for having it that 
way, or having it done a different way. 

MR. RAINVILLE: No, sir. 

COMMISSIONER GIBSON: This leads me to 
the next question. Totrtni nt that the cash ratio 
requirement for the two savings banks should be 
lower than that for chartered banks, is that correct? 

MR. RAINVILLE: vot. 

COMMISSIONER GIBSON: What are your grounds 
for that statement? 

MR. RAINVILLE: Of course they have to 
meet higher commitments than we do because they 
have current accounts and there may be large 
withdrawals. We do not have that in the same 
proportion at all. 

COMMISSIONER GIBSON: You would otherwise 
say, as a matter of common sense, cash requirements 
for savings deposits would ues necessarily have 
to be as for demand deposits? 

MR, RAINVILLE: That ig true. 

COMMISSIONER GIBSON: Well, would that 
itself then lead you to another gneral idea about 
how this cash business should ke, let us Say, 
related to the fact that you have savings deposits? 

MR. RAINVILLE: Yes, I would say that. 

I believe in United States they have studied this 
question and have thought that for commercial banks 
the reserve requirement on savings deposits should 
be lower than on the other deposits. 


COMMISSIONER GIBSON: I think this is the 
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logic of it; if you think the savings bank requires 
lower cash then it is really savings deposits that 
you are thinking about? 


MR. RAINVILLE: Yes, sir. 
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COMMISSIONER GIBSON: You don't have any 
peehienier Suggestions that you. want to make about 
thie; you don't feel strongly about it? 

MR... TURGEON: No, we would have to keep 
a reserve skonat even if it is not required by law. 
Weaneedea reserve. 

COMMISSIONER GIBSON: Just one bee point 
on this matter; you think that 5 per cent is a 
reasonable minimum? , 

MR. TURGEON: Yes, 

COMMISSIONER GIBSON: | And Ghee! thers ae 
no reason for having a higher legal minimum,and yet 
you, in factynkeep)eomething:. cloge: tos ten? 

MR. ‘TURGEON: Yes, 

COMMISSIONER GIBSON: Would you just explain 
your answer therevanlit tle. more 2 “ = 

MR, TURGEON: We have eicone a margin of, 
sayy 2uper cent and then we have commitments for 
mortgages, for example; we may have $8 million or 
$9 million or $10 million in commitments. 

COMMISSIONER GIBSON: But you have them in 
Treasury Bills or day money, that would be almost the 
Same, wouldn't it? 

MRe. TURGGONtesYee. ¢r1There -might).be,at the 
end of each month, orfthe middlesofathe emonth,; -a,certain 
amount of withdrawals, $4 million of $5 million, so 
we have to be ready for that, 

COMMISSIONER GIBSON: In other words, you 
are pretty conservative in your margins? 


MR. TURGEON: Yes, we have to be, 
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MR, VANIER: We agree, 

MR. TURGEON: We prefer to be on the safe 
side. 

COMMISSIONER BROWN: You can keep this cash 
either on deposit with the Bank of Canada or with a 
chartered bank? 

MR, TURGEON: That is right, 

COMMISSIONER BROWN: In fact, you keep it 
almost all in the chartered bank? 

MR. TURGEON: Yes, 

COMMISSIONER BROWN: Why? 

MR, TURGEON: Because they pay interest, 

COMMISSIONER BROWN: That ig what we wanted 
to find out. What rate of interest do you get on thig; 
it is not mentioned anywhere? 

MR. TURGEON: That is true,. Well, it varies, 
of course, and this is on current deposits, 

MR. AUDET: Yee, current deposits. There are 
two Services on deposits, on which we get 324 per cent 
on 90-day certificates and 33 and 3-3/4. On these 
rates, of course, we have the alternate;. either, as 
Mr. Gibson mentioned, buying Treasury Bills, investment 
in day money or deposit with chartered banks, go in 
choosing these alternates we try to get the most 
advantageous so if we find that we have a certificate 
of deposit in a commercial bank, well, we can do that, 
of course, it does reflect itself in the cash reserves 


and might show an unusual cash reserve, If it had been 


a Treasury Bill it would have been included in Government 


of Canada bonds. 
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COMMISSIONER BROWN: Then, some of this 


cash regerve is really a 90-day deposit? 

MR, AUDET: Yes. 

COMMISSIONER BROWN: In other worde, you 
can't get at it for 90 days? 

MR. AUDET : Yes,..we, do, 

COMMISSIONER BROWN: What do you mean, you 
do; you can get Ble LUG. 

MR, AUDET: Yes, we could. 

MR. TURGEON: But we wouldn't get the game 

rate of interest, | 

COMMISS IONER BROWN: Ag the 90-day deposit, 
put you have the right of withdrawal and taking no 
interest? 

MR, TURGEON: That is right. 

COMMISSIONER BROWN: What percentage would 
you carry in these deposit rates, 5 per cent? Would 
that be your 5 per cent reserve, in fact? 

MR. .AUDET: Of course, in the, cash reserve 
we have the balance in the Bank of Canada where we 
maintain an average of about $2 million, We have 
current accounts in commercial banks where we keep 
about, I would say, $3 millton, and the rest would be 
in certificates of deposits, 

COMMISSIONER BROWN: With chartered banks? 

MR, AUDET: Yes, 

COMMISSIONER BROWN: Why would you keep the 
Current. account.with the chartered bank? 

MR, AUDET: Well, being more liquid we prefer 


to get a lower rate of interest, but we could draw on 
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this at the end of each month because the interest is 
payable on the minimum monthly balance, 

COMMISSIONER BROWN: What sort of a rate 
do you get on those? 

MR. AUDET: 243 per cent. 

COMMISSIONER GIBSON: Some of your cash ig, 
in fact, earning a very nice profit? 

MR. VANIER: The commercial banke like that 
very much, | 

MR, TURGEON: They offer the same services, 
and there are collection charges and things like that; 
we get repaid on the collection charges, 

COMMISSIONER GIBSON: There ig not too much 
difference in some of the items under that Item 2 
and the ones in Item 1. I take it that you have some 
Treasury Bills in Item 2? 

MR. AUDET: Any Treasury Bills would be 
included in the Government of Canada bonds. What: is 
in Item 2 -- sometimes we find it advantageous to 
take certificates of deposit in U.S. currency. If 
the rate is by way of a swap we will take it and, of 
course, the 5 per cent minimum cagh reserve required 
by law ig mentioned in Canadian currency, go we 
can’t calculiatedthat in’No. 1, it has to’ be in No, 2. 

COMMISSIONER GIBSON: What I am trying to 
get at is what would you refer to ag your gort of 
working liquid ratio of highly liquid assets? 

You have the cash in the form of deposits, deposits 
with the chartered bank and you have some Treasury 


Bills, some loang and items on clearing. What else is 
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there? That islabout it? What would the ratio be? 
MR, AUDET: We have the current accounts, 

which are quite liquid. 

COMMISSIONER GIBSON: With banks? 

MR. AUDET: Yes, 


COMMISSIONER GIBSON: That is part of your 


MR, AUDET: Yee, and on the certificates of 
deposits we have different terms; we may have some 
for 90 daye and longer, 

COMMISSIONER GIBSON: What would you say 
you would have in highly liquid assets, would it be 
15 per cent, something like that; the Short date, 
highly liquid assets? 


MR, AUDET: I would say 15 per cent, vee, 


COMMISSIONER BROWN: Where doeg the day-to- 
day money appear on this balance sheet? What item? 

MR. AUDET: It is under aeuetet. 

COMMISSIONER BROWN: Under Item 10? 

MR. AUDET: Yes, secured loans, 

COMMISSIONER BROWN: It is not broken down. 
So, that is another concealed liquid: asset, really? 

MR, AUDET: © Yes, 

COMMISSIONER BROWN: The extent to which your 
scecured loans are shown? 

MR. AUDET: Quite ‘true. 

COMMISSIONER GIBSON: Your statement here 
doesn't show what the banks call their cash and highly 


| 
because you have to consider the day-to-day money. 
liquid assets? 
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MR, AUDET: -No, 

COMMISS IONER GIBSON: It doesn't come out 
that way here, 

MR. AUDET: No, that is true, but this is 
their preseribed:) form, 

COMMISSIONER GIBSON: And thig is because 
you don't have this daily cash aeanseane with the 
Bank of Canada, I nu dane 

MR. AUDET: Yes. I suppose we have under- 
estimated our real position if we don't ghow our-real -- 
if it doesn't show ---~- 

COMMISSIONER GIBSON: I think that you under- 
state }.your prealsliguidspogition, 

MRs jJAUDBT: Yes. 

COMMISS IONER GIBSON: At least, you don't show 
LGmheres 

MR. AUDET: No. 

COMMISSIONER LEMAN: Stemming from that, 
I am wondering if you have ever thought this way of 
looking at cash reserves; you have stated before that 
in fact you considered all your deposits ag savings 
_ deposits and all subject to chequing; they are all 
demand deposits despite the fact that they perform 
“like savings deposits, and that is what you have. 
pentane ie us as a general statement. } 

Would you say, to define this question of 
ratio reserves a bit more, would you say there is 
Some possibility of savings deposits improving their 
earning capacity by having a more elaborate cash 


reserve or liquid reserve and not considering all 
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your deposits as necéssarily demand deposits and 
making arrangements for getting better interest rates 
on deposits and having the whole scale of types of 
dépoerta with different reserve*rates for’ each “type. 

MR. VANIER: We are asking for an extension 
of the privilege to lend on mortgages. You see, we 
would Tike To increase the” pecs LOL ivy Or Lena ing 
more money on mortgages because this ig really our 
DUS iness *DeCause weract With individuale and with 
a family who owng real estate, so we would like to 
increase our earnings and to keep the liquid position 
just the same so that the two would agree very well 
together, but we are satisfied we are in a very 
OLrrervent por re ton. 

COMMISSIONER LEMAN: You don't want to 
complicate “your™depo#fit structure’; iethat Vt? 

MR, VANIER: No, 

COMMISSIONER GIBSON: Would the practice 
of the Quebec Savings Banks, Mr. Turgeon, in this 
regard- be’ quitersimiiar to the’ Montreal cits? 

MR. TURGEON: Yés,;!stmilar, 

COMMISSIONER GIBSON: Do you think in terms of 
about the game ratios? 

MR. TURGEON: Yes, 

COMMISSIONER LEMAN: In that Bate oie 
by the way, do you have any reagon, based on the 
behaviour of depositors in the Quebec District ag 
compared to the Montreal District, for the much higher 
turnover ratio in Quebec? 


MR, FOUCAULT: This may have happened. Our 
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average deposit may be less than the Montreal District 
Savings Bank, and we have found out that when un- 
employment occurs our withdrawals are heavier and 

this is a cage where it may happen that the withdrawals 
are heavier in Quebec than in Montreal. 

COMMISSIONER LEMAN: What you are explaining 
here is that the average depositor, perhaps a smaller 
family depositor, needs more of his savings to pay 
for his daily living costs? 

MR. FOUCAULT: Yes, 

COMMISSIONER LEMAN: So there igs lege true 
savings in that sense?:: 7 

MR, FOUCAULT: A certain --- 

COMMISSIONER LEMAN: Less savings in your 
deposits? 

MR. FOUCAULT: A certain type of depositor 
may keep less money in the bank in the Montreal District. 

COMMISSIONER GIBSON: I would like to ask a 
few questions about the structure of your agséts and 
looking at the period of the last seven years, 1954 to 
1961, and putting quite a few of these figures together 
it seems there has been a quite radical change in the 
nature of the assets of the two banks from the pOLNne 
boule. 

Your holdings of Government of Canada bonds 
are down substantially; your municipal bonds are 
down substantially and, indeed, ae Sub-total of 
securities is down from about 80 per cent of the total 
to 58 per cent, and on the other gide of this there 


is a great increase in your mortgage business; it hag 
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gone from 4 per cent for conventionals to 20 per cent 
andes fromd. perricent for N,H.A., to, 3,perm cent now, 

and there ig also a modest increase in unsecured loans 
from 1 per cent to 24 per cent. 

Now, this suggests a change in the character 
of the whole savings bank operation, Now, I would 
firet like to ask you ig this roughly the game for 
the two banks or are you pursuing different courses 
in this respect? 

MR. FOUCAULT: We have been granted the 
right to make conventional mortgages since 1957 only, 
and this is what happened at that time and that is 
why the change happened in the Government's holdings -- 
Since 1928, as a matter of fact, when a larger 
proportion came in in the last 7 or 8 years, 

COMMISSIONER GIBSON: From 1954 on it shows 
a very high increase in the proportion of conventional 
mortgages. 

MR, FOUCAULT: That ig right, We have been 
exploring that heavier since we have had that privilege 
to grant mortgages, 

COMMISSIONER GIBSON: And both banks have 
been moving in thig same direction? 

MR. FOUCAULT: That is right, 

MR, VANIER: I think we have been moving 
a little sooner than our friends on account of the 
expansion of Montreal and there is quite a demand for 
mortgage loans. 

COMMISSIONER GIBSON: You are beginning to 


look a little more like some of the British Building 
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Societies in the way in which your agsets are 
developing, perhaps not as much in mortgages --- 

MR. VANIER: Our branches are located in 
the residential sections, more or legs and our branches 
are nearer to the homes than the commercial banks, 

So we meet the requirements of the individual and 

the family, and you know the families are interested 

in a home and besides being savers, they are interested 
in investment in real estate, so we try to co-operate 
with our clients in improving these requirements, 

COMMISSIONER GIBSON: And this is the trend 
that you see developing long into the future? 

MR. VANIER: Yes. We have started slowly 
because the right was given to ug in 1948 and with 
increases from year to year, so this has leq us to 
increase our investments in mortgages and we believe 
that this is according to the line of business that 
we are in; pergonal loans to a certain extent and 
mortgage loans , which are very, very satisfactory 
because we have no losses, 

COMMISSIONER GIBSON: Now, did you tend to 
move in this direction for competitive reagons because 
you saw new opportunities? 

MR, VANIER: It is a way of serving the 
public; there is a demand for it and we would like to 
have the law allow us to lend more on a value of the 
property and to invest more of our capital in that 
Sort of investment. This ig a form of credit that we 
like because it is very useful to the public ana 


quite satisfactory to us. 
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COMMISSIONER GIBSON: You suggest, indeed, 

having the right to go up to 60 per cent? 

MR,’ VANIER: That 1s right. 

COMMISSIONER GIBSON: In mortgages, and I 
am wondering if that is not such a substantial percentage 
that it might be more meaningful to turn it the other 
way around and say that you ought to have a certain 
amount of liquid assets as securities and perhaps 
no limitation on the mortgages because it depends on 
which side you look at it from, 

MR. VANIER: Yes, 

COMMISSIONER GIBSON: Is there any particular 
reason for saying 60 per cent? 

MR, TURGEON: Because we think it would be 
easier to get than if we asked for the whole thing! 

COMMISSIONER BROWN: I am trying to find 
the place in the brief where it says what your mortgages 
are now, and the only thing I can spot quickly is the 
appendix where you divide it up like a pie. 

COMMISSIONER GIBSON: It is around 24 on 
a5 perccentonisntt  1t? 

COMMISSIONER BROWN: Around 25 per cent for 
the Montreal bank and 12 per cent for the Quebec, It 
is the total assets, not deposit liabilities, so you 
are nowhere near the 40 per cent now. 

MR, VANIER: We are getting nearer to it 
and we would like to have it increased before it ig 
too late, otherwise we will stop doing bude di 
COMMISSIONER BROWN: In 1954 you were authorize 


to go up to 20 per cent, and then in 1957 you were 
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authorized to go up to 40 per cent. In fact, the 
Montreal one hag now Me age far ae 25 per cent and 
the Quebec one is only at 12 per cent. 

MR. VANIER: And we have got heavy commit- 
ments for mortgages, 

PVs vet Uieis t Lt helene, 

COMMISSIONER BROWN: I am looking at page 
errands tt says 12 per cent, 

MR, FOUCAULT: Yes, that is right, 

COMMISSIONER BROWN: The 12 per cent’ ig 
correct? 


MR, FOUCAULT: Yeg. 


COMMISSIONER BROWN: How soon do you estimate 


/ at your present expansion that the Montreal bank 
would get up to 40 per cent or close to the 40 per 
cent 7 
MR. VANIER: Two years; 1964, 
COMMISSIONER BROWN: How about Quebec? 


MR, FOUCAULT: It may take longer because 


the expansion is not as fast as in the City of Montreal, 


but the demand that the bank is asking for in the 


next 10 years, and according to the government 's 


rule the banking law should be revised every 10 years. 


COMMISSIONER BROWN: You want to have lots 
of room for flexibility? 

MR. FOUCAULT: We aula like to be able to 
come back to the government. 


COMMISSIONER BROWN: You don't have to, but 


“Montreal did. 


MR. FOUCAULT: Yee, 
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COMMISSIONER BROWN: But you were not up 


bo. the. 20. per. cent,? 


MR,FOUCAULT: No, no. 

MR. VANIER: On these matters we usually 
act jointly. 

COMMISSIONER LEMAN : If you. Look at the last 
ten years amie a lot of things. have. happened in the 
last ten years.and we never know, maybe a lot of, things 
will happen in the next ten years again, but what 
interests me je that if. you Look at the schedule of 
legislation dealing with savings banks that you have 
given us as Schedule 1, there have been a lot of re- 
openings, haven't there;,. 1933,,.1934, 1944, ang then 
1943 and, 1950, 1954 and 1957... I think. that that 
may have been a little bit of what Mr. Gibson had 
in mind, that if conditions change -- and sometimes 
it ts difficult to look ahead 10 years -- do you 
feel that in general the Act te a little too detailed 
as to how you should run your.busginess. You say, "We 
like to get a high liquid position and that we are 
on the average away above our ratio reserves," etc., 
and then the Act deals with the asset side of your 
balance sheet in quite a lot of ‘detail, so I think 
that we are wondering a little bit if, in fact, you 
wouldn't rather like a much more broad treatment of 
your investment powers ? 

MR. VANIER ; This is a way of looking at 
it. We want Liciesaeuc powene Bee, if we don't think 
we will have to use them immediately. 


We are not opposed to control and limitations 
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because we know we act in a field that interests the 
whole community, and due to our regpect for the 
authorities we accept the control with pleasure 
because we think that it is in the public interest, 
providing .the limitations are not too restrictive, 
COMMISSIONER GIBSON: I a Sunes, 22 Lr), owe 
agree with your benewal motivation about the public 
intenes t. be s0.-0n. but 1t21s,asquestion be what 
ig ,the best way .to get down the principles to protect 
the public interest, Ag Mr. Leman Said, there are 


quite a lot of detailed restrictions in your Act. 


The sum of the securities are related to your capital, 


the amounte of the securities, they are related to 
your capital, and other limitations are related to 
the depofit liabilities. and. thie should be souted. out 


and made into something simpler, 
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MRY VANIER; I belteve so0.°'There ‘is a 
certain historical background to this, The banks are 
much stronger now than they were in the past. You 
remember a time when there were 40 banks in Canada, 
and we have now only 8 commercial banks and 2 gavings 
banks. I believe our banking system ig very Boe 
as a whole, but Tine’ Line. Geye L dont. tii 
conditions were ag secure as they are now, and now I 
believe we could easily act in conformity with the 
public interest without all the restrictions you 
refer to, and I believe general terms may be more 
justified because our country hag developed and our 
banking system has become much stronger than it faz 
a certain number of years ago. 

COMMISSIONER LEMAN: You feel our banking 
System is very good, and our near banking system not 
FOV E00) "Ls "tar te? 

MR, VANIER: No, I believe they are very 
good. We have much respect for those institutions 
called near banks provided that our positions would 
be defined properly. We believe all of them render 
great service to the public. We do not take a mean 
look about that, but we think everybody should know 
exactly where he stands and we should draw the line 
fomewhere, 

COMMISSIONER BROWN: Talking about the 
investment powers, in the 1954 amending act there was 
nothing about this investment up to ‘the*"50 “per "cent: of 
capital in reserves, That came in in the 1957 amendment. 


MR. VANIER: Yeg, 
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COMMISSIONER BROWN: Presumably at your 
request? 

MR, RAINVILLE: r don't know, Perhaps 
this was inspired by the laws in the United States 
applying im banks. Very often the laws and restrictions 
like thie in the’ United States apply mostly to small 
banks, 

COMMISSIONER BROWN: But this was not a 
me etacirecdtfisan . 

MR. RAINVILLE: This was an additional power. 

COMMISSIONER BROWN: This was an additional 
power ang it was not a restrictive power. 

MR, RAINVILLE: And we could buy preferred 
etock, 

COMMISSIONER BROWN: You can buy that up to 
iD: perm cent? 

MR, RAINVILLE; Yes, 

COMMISSIONER BROWN: But this wider power 
ig up to 60 per cent? 

MR, RAINVILLE: We have not used it yet. 

COMMISSIONER BROWN: That wag my next question, 
Chatedme thieul057 pinomemnent there were some items of 
Supplementary information which we haven't got!con your 
1961 balance sheet, which show the breakdown between 
investments under section 59 and section 59(a), I 
was going to ask you what investments you have, in 
fact, made under 59(a)? 
MR, RAINVILLE: We don't have anything. 
COMMISS TONER BROWN: So you have not used 


that sectdon offthelActeatiall? 
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MR. RAINVILLE: No, 

COMMISSIONER BROWN: How about the Quebec? 

MR. FOUCAULT: We have about $1 million, and 
we are entitled to $13 million, 

COMMISSIONER BROWN: Is there any reason why 
you have not used this wider power? 

MR, RAINVILLE; We don't find the need, but 
it would be useful if the bank formed Pr er 
govtransfer its buildings <-or, ‘the buildings of the 
bank to be owned by a separate corporation. In things 
Likeathatvitemayabe-useful. So far we haven't found 
the need to take advantage of this section. 

COMMISSIONER. GIBSON: On the matter of your 
| assets.etructure -~ if no one has any more questions 
On mortgages -- I would like to ask a little about 
personal unsecured loans. This is.a.pretty new 
development with the savings, is it? 

MR. VANIER: To a certain extent. We were 
sorry to see our own clients borrowing money from other 
institutions at a tremendous TN of ‘demain and we 
thought. it was not in their interests, so we can supply 
the game amount of money at a much better rate, and 
Ourlexperience is very good. So,:we like to gay to 
our depositors, when they are in need of money, that 
they can borrow from us at a rate that is reagonably. 
So, they now come to us, and in one single transaction 
they easily save $50 or $75. interest. 

COMMISSIONER GIBSON: This is a service you 
are providing, or is it a new feature of your business 


that you are actually pushing? 
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MR.°VANIER: Well, we advertise it ina 


are in a position to do; and it° develops generally 

because people know their friends have borrowed at 

an interest ing rate and they come to us and ask the 
same favour, and we do it. It is a service to the 

public at a reasonable rate, 

COMMISSIONER GIBSON: What rate would that 
ber | 

MR. VANIER: 6 of sete plug the insurance 
and a sory Soar see! . 

COMMISSIONER GIBSON: And thig would work 
out a lot less than the credit union rates or finance 
company rates? 

MOMMNTERER Woe Jey “eunted de Gefe rd tie 
rate of others, but certainly it is much better than 
the rates actually charged by many financial institutions 

COMMISSIONER BROWN: We have heard a lot 
of reference to this 6 per cent plus a service charge. 

MR, VANIER: Those loang are TNSULOG) | ckig-e 
man dies before having reimbursed a personal loan, 
his estate “pays! "Thite1s quite appreciated by the 
public. 

COMMISSIONER BROWN: Oh yes, but what TI was 
trying to get at is, what, in fact, is the caper aise 
you take in all the onaune? connected with the loan? 

MR. VANIER : We have compared and we come 
exactly in line with the commercial banks who charge 
the smaller rate, 


| 
general way because we like people to know what we 
COMMISSIONER BROWN: But what ig the rate? 
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Le torleaper «cent? 

MR. VANIER: Oh, no. 

MR, AUDET: We would say the insurance would 
be half of one: per cent, and the processing fees would 
be probably 13 per cent. So, altogether, excluding 
the insurance, but including the processing fees, 
it may be about 74 per cent, 

COMMISSIONER BROWN: Is this done ona 
discounting basis or ona plus basis? 

MR, RAINVILLE: A plus basis, 

COMMISSIONER BROWN: Because there have been 
sO many words bandied about, I just wanted to know 
about this. 

MR. RAINVILLE: Yes, 

COMMISSIONER GIBSON: You would like a little 
more leeway now for this business by raising it from 
5 to°lO per “cent? 

MR. RAINVILLE: Yes, because it includes 
loane to religious corporations and the like. 

COMMISSIONER GIBSON: It is the unsecured 
loang? 

MR. RAINVILLE: Yes. 
COMMISSIONER GIBSON: This is the definition? 


MR. RAINVILLE: We make quite a lot of them. 


MR. VANIER: On personal notes of institutions 


we lend big amounts of money without any security, and 

this takes quite a part of the amount that ig available 

for that purpose. So, we would like to increase it. 
COMMISSIONER GIBSON: You talk about having 


leeway for 10 per cent there and leeway for 60 per cent 
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in mortgages, ‘These are outgide limits, I take it? 
I take it you would expect to have lots of room if 
you had that much leeway? 

MR. RAINVILLE: Yes, I think we have enough 
for) the, present, at least. 

COMMISSIONER GIBSON: But you see your 
inet itut ion developing on the asset side as a mortgage 
ie he lidon in a large ecceiad to a lesser degree in 
making personal loans? 

MR. RAINVILLE: ),That is true. 

COMMISSIONER GIBSON: There is a strong. trend? 

MR, RAINVILLE : yes, pie aaa bamaas that 
banks were never ready to help anyone, and that you 
ey gO re a bank Srtaslie an you did not need money; 
and now it. is the other way round, 

COMMISSIONER GIBSON; Everybody is trying 
ae help everybody these days. / 
| COMMISSIONER BROWN: On this question of 
mortgages -- and I meant to ask this question earlier -- 
presently you are limited to the lesser of $100,000 
on any one loan or 60 per cent of the bank's valuation 
of, the. property. You. want. to increase this to the 
lesserrof; 5; per centr iof: the,,paid,up capital or rest 
account of the relia Slatin hnimae of the bank's 
evaulation on existing property and 75 per cent of 
the bank's esinindneied on new property. Do you find 
this $100,000 restriction limits your activities? 

MR x RAINVILLE ; Yes, we have demands on 
apartment houses, for example, and a large apartment 


house may be worth $300,000 or $400,000, 
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COMMISSIONER BROWN: Would you not regard 
Uirle ae get Inge -al mort *inte ‘the business loan field 
rather“than the*individualr loan? 

MR, VANIER: They are investments in 
realestate by people who are our: clients. 

COMMISSIONER BROWN: But they are really 
buginese investments by those people. 

MR, VANIER: The savings have to carry a 
certain’ ineomes People’ whovare ‘not interested in 
business proper are interested in real estate, and 
perhaps there is a difference in this province from 
that® in. other’ provinees’. §In- this province people are 
eértainily more -Minterestéed- in investing“ in real estate 
for income purposes, I don't know whether you have 
notileed thats "but afPyousecrutinize the problem you 
will find there are many persons in other provinces 
who invest in securities, in stocks and in this 
province they invest in real estate. So, we have to 
meet the requirements of people according to the local 
mentat tty. 

COMMISSIONER BROWN: I was looking at the 
difference in attitude towards lending on a mortgage 
LOY a rami} to buy their own home and lending on a 
mortgage for somebody else to build apartments, to 
build it as a'business venture: What proportion of 
your mortgage business would be to the individuals 
who you are helping to buy their own homes and this 
what could be called a near business operation on 
apartment buildings? 


MR, VANIER: Before any answer is given to you, 
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Terente, Ontaric 

I would like to make just a remark: If you notice 
iInythis province, and in this City of Montreal 
especially, there are many more tenants than in other 
eities iof the same-size.. It means that a great number 
of people are tenants instead of property owners. 

So, since they are tenants they have to deal with a 
person who has invested in the real estate business, 

So, there are more people who have dwellings to rent 
and more people who agree to rent those premises instead 
of owing their property than in other cities -- Toronto, 
for;instance. There are many more individual houses 
owned by their occupants in Toronto than in Montreal, 
This means people invest for earning purposes in real 
estate and they find tenants who agree to rent a place 
instead of owning a place, 

MR, RAINVILLE: Our policy would be to make 
loans to the largest number of customers, and the 
amount which is left available for mortgage loans . 
might be invested@sin large boang, >but itels not tin 
the bank's interegt to make large loans instead of gmall 
ones because small loans bring more customers. That 
is the way we see it as a policy. 

MR, AUDET: I would say the present limitation 
of $100,000 for one single loan means that, if we have 
the power ~ loan up to 60 per cent of our evaluation 
of the property, we are limited to an apartment house 
worth $175,000. Now, that ig not a very large apartment 
house, so under the existing limitations we can gay 
that we have very few loans which would be made on 


apartment houses, They cannot be on large apartment 
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Terente, Ontario 
houses on account of the $100,000 limitation -- very 
few. 

MR. VANIER: The land is becoming so 
expensive in Montreal that people cannot afford to buy 
unless they build quite a number of stories. So, we 
have larger apartments than we used to have, and on 
account. of that. it means that ithe. general trend takes 
away a certain number of clients who used to borrow 
money from us who will not be doing so in the future 
oh accountt of Thendinvestorsyare wsveetdnt in bigger 
ventures’, 

COMMISSIONER BROWN: Have you any idea what 
proportion of your loans are to home owners ~~ how 
much have you got in mortgages? 

MR, VANIER: Would it 08 one-tenth? 

COMMISSIONER BROWN: You have got about 
$60 million in mortgages: What proportion of this would 
be to the home owner? 

MR, AUDET: You mean single dwellings? 

MR, VANIER* About 50 per cent. 

MR. FOUCAULT: Ours would be higher than that; 
Ours would be probably 85 per cent. 

MR, RAINVILLE: But, the other half is not 
invested in apartment houses, 

MR, AUDET: No; the house may be a duplex 
Or a triplex -- ie that what you mean? 

MR. VANIER: I believe about half would be lent 
to individual homes and the other half to multiple homes, 
or to a building with multiple dwellings -- one, ten 


or twelve -- but very often it is two or three, 
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Terente, Ontario 

COMMISSIONER BROWN: It is quite opposite to 
the implications contained in one of the parties that 
appeared before us earlier this week, 

MR, VANIER: Very often a man who has built 
up a certain account of savings wants at a certain time 
to invest, and he will invest in a property where he 
will have his own home but wants a certain income from 
one or two tenante. 

COMMISSIONER BROWN: This ig what I wanted 
to find out... Thank you very much; 

COMMISSIONER GIBSON: I was going to ask 
one other question about mortgages: Why are there so 
few N,H.A. mortgages in your portfolio. The Montreal 
City and District is one of the two banks that has 
any N.H.A. mortgages, I believe? 

MR. VANIER: Yes. 

COMMISS IONER GIBSON: Why ig this -- why 
are they mostly conventional rather than N.H.A.? 

MR. VANIER: I would dare: say,epeaking for 
myself, that--weare’ not too’keén' about “them because 
the term ig too long, the margin of safety is very 
slim, and the procedure to take possession is very 
annoying. We have to do all the dirty work and then 
we are entitled *tiesthe ifg@urancey “We don't like to 
claim against bad debtors and then hand over the property 
to another inorder to secure whe “cash. “We “have no 
trouble at all with loang made to individuals who 
build or who buy a property for their own pergonal use 
or for investment,-but it ig much more intricate wfth 


the other ones, and we believe the safety ig very emall 
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Torente, Outaric 


in, compar leon, to. the, others. 

COMMISSIONER GIBSON: Yet you do make some 
N..H,.A ., Loans? 

MR. VANIER: Oh, yes, but we haven't made 
many these last years because we have a strong demand 
for the others, and we. give, preference to..the others. 

COMMISSIONER LEMAN: Does this depend mostly 
on the way -it,.ie-set,up on«the books? , Has there .been 
a high, rate. of foreclosure on, the N.H.A. ones. 

MR... VANIER: .No-, ,but, the .handi-ing .of..them is 
not.as easy as.on the others. 

COMMISSIONER LEMAN: And you foresee in the 
future that may be faethe cy 

MR. VANIER: Since the government hag reduced 
the margin of safety, we thought eventually we would 
have to make claims against borrowers that would be 
most unpleagant. 

COMMISSIONER BROWN: Is this because the 
terms are too long? | 

MR. VANIER: The margin of safety 18 very 
slim, 

COMMISSIONER BROWN: The percentage plus 
the teuwn? 

MR. VANIER: Yes. Very often a man who buys 
borrows the amount of cash he has to put down, and then 
he..berrows the balance, so where is the safety? 

COMMISSIONER BROWN: You would rather lend 
him the down-payment? 

MR. VANIER:. Well, our experience has shown 


that whatever amount of down cagh he has to put in is 
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£o on? How does this affect your activities? 


Terente, Ontaric 

1 borrowed from somebody else. 
y MR, RAINVILLE: And some builders tell them 
3 they will have to pay $200 or $300 taxes, and it turns 
4 out to be $400 or $500. 
a MR, VANIER: At the end of the contract, 
6 when they have ceased paying, they may find they have 
7 got nothing left in their hands. 
8 COMMISSIONER GIBSON: Ivwuld like to ask a 
9 few questions about your regponse to monetary policy 
10 anPrene Pit Wendrefons. I take it that the reserve 
11 requirements that the law sete out for the Quebec 
12 savings banks are, in your eyes, associated purely. 
13 and Simply with the protection of the depositors and 
14 not with monetary control; that is a correct statement, 
15 ie De | 
16 MR. VANIER: I think go, yes. 
17 COMMISSIONER GIBSON: Do you see any -- no, 
18 I should not ask that, because you say you don't see 
19 any purpose in thinking of such requirements in terms 
20 of monetary control? 
1 My VANIER? No, I don’t think it would act 
22 on us at all because we deposit our surpluses with 
23 the commercial banks, and then whatever is agreed 
24 between the Bank of Canada and the commercial banks 
25 has a certain reaction on us through the commercial 
%6 banke . 
27 COMMISSIONER GIBSON: What I was going to gay 
28 is, how are you affected by monetary conditions -- by 
29 central bank policy and changes in interest rates, and 
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Terente, Ontario 

MR. RAINVILLE: We feel it, but it igs a 
delayed action, and not to the extent that it affects 
commercial banks. When there ig more money in 
circulation we get part of it and so do the other 
inetitutione, BbutNifumoney. 18° tighty“well, deposits 
may not increase as fast as they used to, or they 
may déclineva littiles 

COMMISSIONER GIBSON: Money is tight and 
you feel. pressure! tol competetfor.a’ harder to get 
fupply of business? 

MR. RAINVILLE: Yes, but not to the extent 
that itnaffecte the other’ bankss5° becausenthey’are* the 
ones who would go and get and grant credit. If they 
have the money they can double or triple their loans, 


We cannot do that. 
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TForento, Ontario 


COMMISSIONER GIBSON: I do not know that we 
ehouta-2o-intdotailes* Phey Have “a riixed*+cash “reser ve 
too which ¥e*hartealty ratner similar ‘to -yours: They 
have to keep that reserve, 

MR? RAINVILLE: That ta true, 

COMMISSIONER GIBSON: What I am trying to 
get at is,-do you feel you’do not 'get-much*direct 
effect if the central bank tighten€ up or loogens 
up? Youvdo“not-feehVit “initially? 

MR, RAINVILLE: No. 

COMMISSIONER GIBSON: What happens when 
thie fans-out;: how dees it affect you and howdoes 
it work out when money gets easier, for instance 
because the central bank hag put more cagh into the 
banking system? How do you regpond to that situation? 

MR. RAINVILLE: Our deposits increase af 
there ig more money available, but glowly although 
a°-Little faeter than-it used ‘to; We cansay that. 
we have so much more for mortgages but we may not have 
the demand for it, so we have to invest in bonds and 
things like that. 

COMMISSIONER GIBSON: So if there is more 
money around you find it easier to get? 

MR, RAINVILLE: Yes, 

COMMISSIONER GIBSON: You look for other 
opportunities to use it? 

MRoeRA CNV ILL s. That 18 rient. 

COMMISSIONER GIBSON: This is the procegs 
that pushes fatiresst rates on sgecuritieg down? 3 


MR, VANIER: It does not go directly to 
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Terente, Ontarie | 
immediate credit ag it does with commercial banks. 
We have to,,invegt-rather, than_expand our credits, 

COMMISSIONER GIBSON; That is the position 
commercial. banks. are, in... They. can only extent credits 
if there is,a.,.demand. | 

MR. VANIER: Of course. 

COMMISSIONER GIBSON: In fact they invest 
first because when they get extra money that is the 
Phing chev. can do right away , 

MR. RAINVILLE: If a man gets a loan from 
the commercial banks for $1 million he does not take 
that. money out, He puts it gomewhere in the bank, 
or in another bank, so that puts additional money into 
the banking system. He uses that money to pay off bills 
and, .this. results in mare money available for more 
oredit.in,ether banks , 

COMMISSIONER GIBSON: Yes, providing the 
central bank puts the extra cash into the system to 
Support.additional loans, 

MR, wRAINVILLE: Yee, and it does not affect 
us inthe game way, because we can lend it only once, 
and.that ig.all there is. to it. Of course, we get 
gome of the money which is available to other banks, 
some of which is deposited in our banke and other 
mec tutions, Of courge, that. ils why cour depoeits 
ares at fected 2nd SO up faster: than they used .to, Tor 
a While, 

COMMISS TONER GIBSON: Let us now look at the 
reverse. procedure... Money, i8. petting tight and the banka! 
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Terente, Ontaric 
in check; what happens to you in this situation? 

MR, VANIER: It affects our liquid position 
first of all, We have quite a surplus and it would 
affect that rather than the credit. 

COMMISSIONER GIBSON: In these circumstances 
would you go out and aggressively try to find a more 
stable money supply because money is harder to get? 

MR. RAINVILLE: Yes, I think a stable money 
Supply would be a good thing. Of course, it ig hard 
to say what is necessary or how much money is necessary, 

COMMISSIONER GIBSON: What I am trying to 
get is, if there ig not go much money around would you 
make an extra effort to get it by perhaps raising your 
interest rates or putting ona savings campaign, or 
something of this kind? 

MR, VANIER: I do not think that the rate on 
savings has much to do with the quantity of savinge. 
That is the experience not only in Canada but in the 
United States, A war develops between institutions 
as to rates and in the United States they have dome} to the 
conclusion that it has not varied much at all. Therefore 
we do not think we can encourage savings by increasing 
the rate. We do not think it would have any effect. 

COMMISSIONER GIBSON: In this case you are 
talking about in the United States wag not the essential 
result the taking of a lot of buginegs out of one group 

of institutions and put into another, and then the others 
refponded and got quite a lot of it back. However, if 
one group pays a higher set of interest rates than 


another, do they not tend to get more business? 
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Terento, Ontaric 
MR, RAINVILLE: Yee, I would gay so, 
MR. VANIER: To a certain extent, yes. 
COMMISSIONER GIBSON: If they all raise 
their rates there ig not much difference. 

MR. VANIER: That is usually what happens , 
If one tries to raise the rates the others will do go 
also, 

COMMISSIONER GIBSON: You do not think it 
would help to encourage savings? 

MR. VANIER: I do not think so. It might 
to a certain extent, but toa very limited extent in 
my mind. | 

COMMISSIONER GIBSON: Well, your general 
policy has not been particularly aggressive in the 
deposit area,” DT take\-4t 7 

MR. VANIER: We try to be aggressive in 
Services andito please the clientele, 

COMMISSIONER GIBSON: Let us fay in terms 
of interest rates you are not very aggressive? 

MR. VANIER: No, we have not tried that and 


we do not have it in mind. I speak for TyeeLT. “or 


course. 


COMMISSIONER BROWN: Could we ask for a further 


deve lopment of this situation? Money Bete easter so 
your deposits gO up and you cannot use that right away, 
£0 you invest? 

MR. VANIER: That ig PLC 

COMMISSIONER BROWN: Then money becomes tight 
again and by this time the mortgage demands start to 


come along, but because interests have gone down and 
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Terente, Ontarie 

1 because money hag tightened up the investments you 

2 have made have gone down in price. These temporary 
3 investments you have made, or whatever you did with 
4 the money, pay less. Does the result of a book logs 

5 inhibit you from extending your mortgages or do you 
6 regard yourself as locked in? 

7 MR, VANIER: If money becomes tighter we 

8 can take care of it. Of course, there are certain 

9 withdrawals, but our Bosh position will take care of 


10 it and the daily inflow of money will take care of 


11 the balance, We stop making as many loans ag we 

12 have been making and this has a certain effect, but 

13 we will not find ourselves in trouble because he 

14 ey eerie take care of the decrease in deposits, 

15 COMMISSIONER GIBSON: But in the meant ime 

16 you have increased your investments? 

17 MR. VANIER: Yes, we have increased our 

18 investments in the meantime, 

19 COMMISSIONER BROWN: So your asset structure 
20 becomes locked in with a larger proportion of investments}? 
1 MR . RAINVILLE : That hag not happened yet. 
22 COMMISSIONER BROWN: How do you re-adjust 
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MA OVANTERY halo works cout Verycsmooth hy. 
COMMISSIONER BROWN: Do you sell some 
investments? | | 


MR, VANIER: The inflow of money would take 
care of all the withdrawals because the inflow is 
very considerable. 

COMMISSIONER BROWN: You see, when money 
became easier and you received more deposits you 
said you increased your investments because mortgages 
were not immediately available. 

MR. VANIER: That is true. 

COMMISSIONER BROWN: This means of your 
whole asset picture you have a higher proportion of 
investment relative to mortgages than you had before? 

MReOVANTER 9 Thatiis right. 

COMMISSIONER BROWN: My question is, when 
money becomes tight and before you have had an 
opportunity to readjust this to increase your 
mortgages, does the fact that your investments 
have gone down in orice {anibit you from handling 
the mortgages? 

MR. RAINVILLE: We have not found that 
Situation yet because we are Still below the limit 
allowed to us for mortgages, which is 40 per cent. 
Weshave never met that situation in our bank in 
any way. 

COMMISSIONER BROWN: I am afraid you 
do not quite understand what I mean. You have 
Said that when money becomes easier because the 


mortgage demand is not there you put it into 
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investments? 

MR. VANIER: Thaw 18) Pent. 

COMMISSIONER BROWN: This presumably is 
the purpose of selling investments and putting that 
money into mortgages as soon as the mortgage demand 
increases. 

MR. VANIER: Usually we do not sell, 

We limit our loans to the amount of cash available. 
We do not sell our invescments. We will buy 
securities; short term securities just to take care 
of the gap, you see, 

COMMISSIONER BROWN: In other words, when 
you get this extra cash your liquid securities 
represent that portion of your investment portfolio 
that you increased? 

MR. VANIER: Yes. 

COMMISSIONER BROWN: But just the short 
term? 7 

MR. VANIER: Exactly. If you look at 
the figures we gave you will see that our position 
is very liquid and we also hold a quantity of bonds 
that are short term bonds, so by the lapse of time 
we recoup what we have lost as a result of the 
tight money. Besides that , all the mortgages 
are payable by month or quarterly investment. This 
means hundreds of thousands of dollars every month 
received, 

COMMISSIONER BROWN: Yes. 


MR. VANTER: “So this keeps us in a very 
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good position. We have not found ourselves in 


trouble at all in any case on account of that 
situation, Our liquid position and inflow of 
money is very .satisfactory. 

COMMISSIONER BROWN: I am not implying 
you are in trouble at any time. I am merely trying 
to find out what you do. I gather that when money 
becomes easier you just increase your liquidity 
portion by short term investments? 

MR. RAINVILLE: Yes, very widely. 

COMMISSIONER BROWN: And you balance 
back again as the opportunity for mortgage investment 
appears? 

MR. RAINVILLE: That is right. 

COMMISSIONER BROWN: It is a temporary 
move only? 

MR. VANIER: That is the right answer. 

MR. RAINVILLE: There is no wide movement 
in deposits. When Api is tight deposits go down 
a little, but’ not much. 

MR. VANIER: This shows the difference 
between commercial banks and savings banks. We 
handle the cash balances of our clients and not 
the hot money that might be in the hands of big 
depositors. 

COMMISSIONER BROWN: Could we have a 
definition of this word "hot"? 

MR. VANIER: Changes are very slow because, 
you see, as I told you we have 300,000 clients 


all with chequing accounts, so this means a small 
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1 balance for,every,.one, even.for, those persons that 
2 deal with the commercial banks. We even might have 
3 as depositors a few managers of commercial banks. 
4) COMMISSIONER BROWN: They are planning 
5 to save money? 
6| MR. VANIER: They are looking for safe- 
7 keepers of that money. 
8 COMMISSIONER LEMAN:, Perhaps you should 
9 give a-list..of those to Mr. Gibson. | 
10 MR. VANIER: Baie ae this seriously, 
11 these people like to have their private accounts 
12 with 2 separate institution from those from which 
13 they secure their,credit for -Imsiness. This is 
14 g00d psychology. These individuals want to separate 
15 their personal and family affairs from their business 
16 affairs, so they keep their business balances with 
17 the commercial banks and their family and private 
18 balances with the Montreal City Rie ueee Bane. wc Wi 
19 find..this..a, nice concept: of, .liv,ing. 
20 COMMISSIONER BROWN: A question was asked 
21 about competition for savings. Why do you just pay 
22 the same.on your savings accounts as the commercial 
28 banks pay on their savings accounts? 
24 MR, VANIER: We might 4sk why commercial 
25 banks pay the same rate aS we pay, because nny 
26 a fact, you know, that a few years ago they did 
27 not care about savings accounts. However, they 
28 have discovered that they are a nice thing to have. 


29 COMMISSIONER GIBSON: That was quite a 


30 few years ago. 
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MR. VANIER:, It was quite a number of 
years ago, yes, ee know they are very 
clever people and they did not take long to find 
this out. 

COMMISSIONER BROWN: The point is. this, 
these savings banks exist only in the province 
of Quebec. 

MR. VANIER: Yes, unfortunately for the 
rest of Canada. 

COMMISSIONER BROWN: In the rest of 
Canada the chartered banks have savings accounts. 
Whether the rate be at 2 3/4 per cent or something 
else, you are competing with the banks of the rest 
of Canada. What would happen if you went up to 
3 per cent? 

MR, VANIER: I suppose they would Follow 
suit. | | 

COMMISSIONER BROWN: You think that would 
happen over the whole of Bevede 4h 

MR. VANIER: I suppose so eventually. 

COMMISSIONER BROWN: As a savings depositor 
in the rest of Canada I would say that it might 
pay us to have you put your rates up. 

MR. VANIER:.<Perhaps’ so, but. I > believe 
we should discuss conditions with them before we 
do that. . If we changed in Quebec I Suppose 
the commercial banks would change in this province. 
If they changed in this province why would they not 
change in other provinces? I tkelieve that everybody 


would follow suit. In the banking business, of 
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course, everybody needs a spread’. between the cost 
of the money and the return on the money they invest. 
It would mone Os, te probably lead.to an increase in 
the. rates on credit, £ do not .know that:., but it 
might. 
COMMISSIONER BROWN: I should. like to ask 


you about. one other subject: you mentioned 


competition from the organizations that do not 
pay any ue ons tax. I.think you would probably 
agree that if they were made aubeeee to income 
tax they would probably adjust certain of their 
operations, so it would only be their surpluses 
that would be involved and subject to atone tax, 
and because they are more scattered the surpluses 
would only be taxable in many instances at the 
lower rate of 20 per cent. Now, would you 
care to comment as to how this is offset for your 
banks by the fact that you. do have a reserve which 
is accumulated and which is not subject to income 
CAx2 1 

MR. VANIER: Oh, no, we pay. on everything. 
We pay taxes on.our profits. Even if we keep them 
as reserve ve pay taxes on that reserve, so we have 
already paid tax on the reserve that we find 
necessary to cope with the withdrawal of our 
depositors, 

COMMISSIONER BROWN: Do you not also 
have a reserve set up in your Act which is not 
taxable? 


MR. VANIER: Only the ones allowed by law. 
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COMMISSIONER BROWN: That is my point, 
you have this which these other people do not have; 
they have the open ae pel on which tax has not 
been paid. 


MR. VANIER: This is becoming less and 


less. You know that. It has decreased considerably. 


in the last few years. 

COMMISSIONER BROWN: I..am asking for 
your comment on the result of your having a 
reserve which you have accumulated and which has 
not ken subject to taxes. 

MR. RAINVILLE: These depend on the amount 
of investments we have in each category. That is 
the way that reserve is set up. It might increase 
if we had more investments in one type than in 
another. That is the way a Rb apie 18 set up. 

If we have a 5 gh cent reserve ina particular 
type of investment it is limited to 5 per cent 
the next year. We do not have the 5 per cent 
balance that we had at the end of that year. 

We may decrease the reserve or increase it 
according to what we had at that time. 

COMMISSIONER BROWN: But the fact does 
remain that there is a reserve there which has 
accumulated and which has not been taxed? 

MR. VANIER: No, not accumulated; iv 
is decreasing every year. There is only a certain 
amount on which areserve is allowed as non-taxable 


reserve. That 1s. decreasing from year to year 
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"instead of increasing as a result of recent rulings 


of the Department of Finance. They-are collecting 


more and more on this because they allow only 


reserves that are non-taxable in smaller and smaller 


amounts, 

COMMISSIONER BROWN: Let us leave out the 
word "accumulated". 

MR. VANIER: It is not accumulative. 


COMMISSIONER BROWN: I said "accumulated" 


reserves, not "accumulative". Let us leave out 


that word “accumulated”, 
a MR. VANIER: It is not accumulated, it 
is a yearly allowance. 

COMMISSIONER BROWN: Let us leave that 
word out and say you have a reserve which has not 
been taxed. 

MR. RAINVILLE: Yes. 

MR. VANIER: Yes, sir. 

COMMISSIONER BROWN: You will agree with 


that. 


MR. VANIER: Yes, but according to the rules 


which: have become tighter and tighter , the’ 
amount we are allowed is rather smaller as time 
Es 

COMMISSIONER BROWN: My point is that 
you do have a reserve which does not show in your 
balance sheet and which has not been taxea., 

MR. VANIER: That is true. 

COMMISSIONER BROWN: To what extent would 


you say that this offsets the other reserves which 
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these other sescoeyorerrata ee have which also have not 
been taxed? 

MR. VANIER: I would say that it is not 
comparable at all and is much smaller than those 
that are tax exempt in other institutions as a 
result of the way it must be figured according to 
the rules of the Minister of Finance and the 
Inspector of Banks. They have changed the rules 
from year to year and have allowed a smaller pro- 
portion of investment according to the type of 
investment. We have a reserve but our reserves 


are taken into account. 
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Toronto, Ontario 
COMMISSIONER BROWN: In addition? 
MR. VANIER: Yes, a a matter of soba 
We have paid taxes already -- as you know, there 


are certain past earnings that are taxable ona 
certain basis if they exceed what is allowed on 
a non-taxable reserve, so we have paid or we are 
paying on a reserve that is allowed as a matter 
of security according to the type of investment, 
and that amount is rather small in comparison to 
the earnings or the profits in the other institutions. 

Of course, I took the figures of the 
others but as far as I can note it is not a true 
comparison. 

COMMISSIONER BROWN: But your assets 
have been going up every year? 

MR. VANIER: Yes. Well, it depends. 
When the Attorney General -- when the government 
stated that such types of investments were not — 
allowed to go to any reserve any more than any 
surplus had to be turned in to the regular profits 
of the year and taxed on the rate that was in 
operation for that year of taxation. 

COMMISSIONER GIBSON: I wonder, Mr. 
Vanier, when you refer to this tax disadvantage -- 
have you any thoughts on how to correct the 
situation that is concerning you? 

MR, VANIER: Well, my views on that 
are these; as I told you, I have no ill feeling 
against any institutions. I believe they are 


all very useful, but if you take a reasonable 
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~ nw one Der CHEG, Untarie ope 

view_of the situation you must admit that institutions 

who render services to the public in communities 

of a certain size are entitled to privileges and 

I believe that it is in the common interest for 

these -- it is in the interest of the common welfare 

that. they Should be allowed to function under 

privilemeadouMais 1OHRS but what seems to be unfair 

4s that these institutions who could provide services 

under a privileged system to smaller communities 

come to the bigger centres that are well provided 

with institutions paying taxes and they compete 

with them in that field, which seems ieee reasonable 

to my mind, so I enrate that they should be allowed 

to do it, but when they do it in communities that 

are fully provided for institutions paying taxes, 

they should pay taxes like everybody but they 

Should be entitled to the privileges when they do 

act in communities where they render services that 

are not fully supplied by other institutions. This 

is my view on it and I believe it is reasonable. 
COMMISSIONER GIBSON: As a practical 

matter, that would be a very hard line to. draw. 

We say in communities that have a population not 

exceeding so much 

that they should be entitled to act without paying 

taxes, I think that would be fair, but if they 

think that they could do business in big communities 

well provided With other institutions paying taxes, 

they could do the business anybody does provided 

they a the usual taxes. I believe that that 


would be the fair way of drawing a line between 
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.-~ Slerente, Ontario 
institutions -- privileged institutions and institution 
losing their privilege under certain circumstances. 

COMMISSIONER BROWN: If they were competing 
with somebody who was already paying taxes? 

MR. VANIER: Yes. I mean in big 
édmimumnt 468, the 

COMMISSIONER GIBSON: Ifthey are 
competing with taxpaying institutions in the same 
Leda Ley you suggest that another criterion is 
whether it is a large city and I think you 
also imply that the size of the competing institution 
has something to do with it, too. 

MR. VANIER: Yes, perhaps so. I do not 
want to be unfair, but you see if you look at the 
thing in a very unaffected way, some institutions 
will say, "Well, we are institutions of another 
type because we act between our members." Well, 
we act between our own friends when we act with. 
our depositors; they are our friends and our 
members just as well. The only difference is 
that you become a member if you buy a_ licence 
at $5. a piece; you become a member then and 
you are entitled to do business with a bank that 
does not pay taxes. 

When your business is over you say, 

"Well, I want to renew my licence and I will take 
by my ¢5 and I am becoming an ordinary man on 

the street who has to pay taxes." I do not think 
that that way of looking at the thing is very 


logical. 
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Terente, Ontaric 

1 I suppose if we could secure from our 
2 own clients the right of doing business with us 

3 without dispensing with paying taxes and provided 
4\ they buy from us acertain permit that we would . 
5 sell to them for a limited period of time for $5,, 
6 $10. or $25,, then we would do business with them 
7 because they would have become a member. 

8 - fs soon as the operation would be over 
9 and they would have paid their loan they can take 
10 their $5, $10 or $25 and become a stranger, not 
11 a member. Now, this does not appeal to me as 

12 being logical; but Ido not want to deny and 

13 I do not want to be mean. 

14 ; I believe that in smaller communities 
15 we have wonderful institutions and they have 

16 developed a good spirit and they need help at 

17 these smaller communities by giving a service 

18 that was needed. I believe that they should 

19 be encouraged to do that, and even if they should 
20 be granted these privileges it is just Liied ..- 
21 there are many institutions that have more 

221 depositors in the larger banks over the country. 
23 Well, they are in a position to respect the laws 
24 of the country like anybody else. There is no 
25 special need for an institution that would not 
26 pay taxes. That is the way that I look at it. 
27 | COMMISSIONER BROWN: It is very difficult 
28'| in practice, though, to draw a line along the 

29 suggestions that you make. Who is going to 


decide that this community deserves a tax-free 
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_--~ Ferente, Ontario 
institution? 

MR. VANIER: It is the size of the community 
Everybody knows that as soon as a community has 
become a community of a certain ‘importance that 
there are two or three or four banks that would 
ey ae compete there. 

COMMISSIONER BROWN: Then, would these 
institutions lose re tax-free privileges? 

MR. VANIER: Well, they might. not if 
ee have .vested rights. If they are organized 
and are in these communities before the others 
their rights should be respected, but if they 
do it the other way and come into certain places 
where they have never ventured, come into localities 
and be provided with institutions and say, "We 
are different, we are going to compete with you 
without paying taxes", it seems to me that it 
creates tension ‘instead of helping the community. 
I. believe in themselves they are wonderful things. 

_s GOMMISSIONER BROWN: As long as they do 

not compete? 

MR.. VANIER: As long as they keep in 
the, spirit of the, institution, which is --- 


COMMISSIONER BROWN: You have made some 


comments in your brief about branch banking 


competition. 

MR, VANIER: Well, that is fair because 
I believe that we have wnderful relations with 
the other banks, with ~the commercial banks and 


I believe’our dealings are very pleasant. We 
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Ne dae | 
deal with people who pay taxes as we do and they take 
our competition because we pay taxes. 
| COMMISSIONER BROWN: But there 18 an 
AARON Bite vi that you think some of the ' branch 
bank competition is wasteful. I'think “this41s 
in paragraph 193. 

MR. VANIER: That is not the banks! 
faulty ib’ may bev’our fault, or'the fault ‘or the 
other banks, so you opened a branch where we 
could not. 

COMMISSIONER BROWN: You say: 

"Excessive branching by commerce ial banks 

ie ARES serious doubt as to the possibility 

and justification of such intense 

competition’ ....” 

MR, VANIER: Now that is a general 
remark ; it is up to the interested parties to decide 
whether they are going to run LPR risk of opening 
a branch where they Should not; if they do it, they 
do it at their BRR risk. 

I telieve in some instances there are 
places where there are many alae indeed, and I 
believe in competition, I believe that it is a 
good thing, but it corrects itself by the fact 
that the one that does not succeed because they 
have invaded fields that they should not have, 
that they will have reaped the benefits or the 
bad consequences of their initiative. 


COMMISSIONER BROWN: There is no indication 
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this is against the public interest. 

MR. VANIER: No, I do not think it is. 

I think it is against the interests of the institution 
concerned, but it might be a factor. 

COMMISSIONER BROWN: I was wondering why 
you were drawing it to Sie soURpRiOne 

MR. VANIER: Well, it mightnot have been 
necessary; I think you could have discovered that 
yourself. Like many of the other things we say, 
I believe you are well informed and when we say 
something we do it --- 

COMMISSIONER BROWN: On this question of 
competition again, do you have the same reas 
hours as the ordinary commercial banks? 

MR. VANIER: No. 

COMMISSIONER BROWN: What banking hours 
do you operate. 

MR. VANIER: We are open in the evening 
because we want to serve the family and we open 
in the evening because we want to keep in contact 
with the family, and they work during the day and 
they cannot do business during the day and come 
in the evening, and we do that in order to accommodat 
them. 

COMMISSIONER BROWN: All of your branches? 

MR. VANIER: All of them. 

COMMISSIONER BROWN: Has this been going 
on for a long time? 

MR. VANIER: Since our inception in 
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COMMISSIONER BROWN: What are your banking 
hours, just for the record? 

MR. VANIER: Ten to three in the mornings, 
seven to eight in the evenings, five days a week, 
Monday through Friday. 

MR. FOUCAULT: Our bank follows the 
regular banking hours. 

MR. VANIER: Montreal is becoming a 
big city and people who have their work downtown 
have to cover two or three or four miles before 
reaching their Ropes! so it is not easy to transact 
all their business in the commercial centres, 

COMMISSIONER BROWN: Do you find you do 
a lot of business in this seven ® eight evening 
hour? 

MR, VANIER: Oh yes; we find that it is 
highly appreciated, and not only that, but people 
come and pay their bills at our offices instead 
of sending them in by post or going to the various 
offices . to pay their bilis, We accept them 
and we accommodate them by receiving them at our 
offices. 

COMMISSIONER BROWN: This has been going 
ae Since you started in operation? 

MR. VANIER: Yes, it has always been 
our policy and it is highly Pian teen by the 
public. 

COMMISSIONER BROWN: Thies is at 221 your 
branches? 


MR, RAINVILLE: Except the main office. 
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MR, VANIER: Yes, because it is located 
in a business centre and there would be no use for 
that. 

COMMISSIONER IEMAN: Considering that 
you feel that some of the near banks have invaded 
the banking field -- this is in some of your 
last recommendations -- you would like to°:become a 
near bank, too, in part would you not? 

MR, VANIER: We are very much a bank 
as we are. 

COMMISSIONER LEMAN: I see. You would 
like to become a near bank in addition to that? 

MR. VANIER: I am not grasp your remark. 

COMMISSIONER LEMAN: I got the impression 
that you.felt that these near banks have gone into 
the banking field, and in retaliation you say that 
you would like to go into the near bank field by 
asking for the privilege of doing some trust business, 
the operation of a mutual fund, and what is the 
third one? 

COMMISSIONER BROWN: Real estate fund 
and life insurance. 

COMMISSIONER LEMAN: And even some 
life insurance. Have you planned the things 
in your mind as of. now? Do you know what kind 
of a mutual fund you would want to operate, would 
lt be for investment in common stocks? 

MR. VANIER: No, we have not got the 
power so we.do not give much time to that. Of course, 
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called for remarks of that sort, so we thought that 
we would mention the things we could handle if the 
powers were enlarged, but I believe the best way 
would be to try to deal with every section of the 
business and make it clear what institutions of 
a certain category should be limited to a certain 
number of activities, but since there is general 
confusion it seems just as well to aid to it! 

COMMISSIONER BROWN: You are not suggesting 
pleas ane really banking functions, that they 
really fall within the definition of banking 
functions? 

MR. VANIER: It shows only that it would 
add to the confusion -- I believe this personally -- 
but if the country wants % that way, well, let us 
do it like everybody, but - do not think it is a 
good policy, generally speaking. 

COMMISSIONER BROWN: | We can wash this 
all out, then? 

MR. VANIER: Not necessarily, but if you 
do that with the others, you might. 

COMMISSIONER BROWN: As reciprocation. 
Now, one small point about your bank. You are 
a member of a clearing house here? 

| MR. VANIER: Yes, we are a member of 
the clearing house for over 50 years; ve Peay 
full member and pay our share. 

COMMISSIONER BROWN: And this works 
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MR.IVANIERYe Yes; 


We have been regular members now for over 50 years 


i yy 
“<a 
laa 


ie 


ee 


i 
faa 
mural 


= 


or so, andcit costs! whatrit’ ostsrthe others. 
But they could cancel 


MR. RAINVILLE: 


our membership if they wanted to. 
COMMISSIONER BROWN: Could you cancel 

the iw? 

MR. RAINVILLE: It is the organization. 

COMMISSIONER BROWN: But you are a 


full member. 
We are full members, 


MR. RAINVILLE: 
but there is that restriction in the regulations. 


COMMISSIONER BROWN: That they could 
eancel yours? 
MR. RAINVILLE: that is right. 


COMMISSIONER BROWN: 


Yes, 
So, you are not quite 


a full member. 
They call us full members 


MR. RAINVILLE: 
with full privileges, but there is doubt. 
But in paying the bills we 


MR. VANIER: 


become full members, anyway! 
COMMISSIONER LEMAN: What sort of bad 


things would you do that would get you out? 
I do not know; perhaps 


MR, VANIER: 


if we drew our deposits out “from the other banks! 
You charge the same 


COMMISSIONER BROWN: 
service charges as the commercial banks on your 


savings accounts, cheques and so forth? 
I believe it is equivalent 


Yes, 


MR. VANIER: 
others are 


IT am not well posted on the way the 


1 ee ® oo a 

rene 

oe ¥ 

“csuste® one C 

ar \y ADHERED! 
7 


| 5 ire 
Ria ae 
apoaias sis roe :AOTMAY aM 


Ca to Sears tT &e 
a ; he 
i aEROU 08 revo ror wor ar odimen reluge7 need evel, ) 
— " ef vow ow 
; 


Laredo: odd hes St Sad. 83209 ar ‘re hi ie) 


als fsonse “pihies waste due : IIT VME AA "Mm Bp 
“hn he im oh bsJasw werd ti ziorodnen “0 
<7 feonso NOY biK00 UMOREL ARMOT22INMOD 

“t cectodd 


 .moktestisyro oft at tI :RTTVMIAA .AM 


B ets voy sud :MWOHRE AGMOTA2IMMOO 


| -vedmon Lint OL My 
ER artsdniem fu" STs OW : ELITVMTAR AM pei i 
Lanoiisiugor edd ok noidoivdees sunset ssortt dud lt } 
aR bivoo yond ¢siT :MWORa AAMOTe@IMMOO rey Vet 
| te | | ‘Mae [aonso |e | 
ae "” $elgtx et dat .eey :MLITWITAR AM ma tes 
 aatup fom sts vow’ .o2 :WWORE ABMOLe2T MMOD lar 
» | -tedmem fiw 8 Ise 
- attecitom fu ats [iso ved? 18 IT VL AR #0 an fee 
| ? stdin am eaxedd tid .esgelivizg fist Ag tw hor 
ow aifid odd antysq st dud :ARIWAV .AIM og 7 
| 'VSBWYNS exedsem {Iut emooed re 
psd to droe dew <MAMGI ANMOTe2TMMOD | Iss ae 
eae th goa doves decd ob HOY, ‘blvow aang cAN | 
agqsndrted : worst von ob I : AIMAV AM bE 
laeninsd seddo ant ee gUO attaoqehb tH0" worth aw a les is 
emse odt sarsdo. yoy | \wuoas AaWOT 2ETMMOD | P 
TVOY AO BNASd ieboremsios edd es nena sivas 
; Astro ou bree meer Pre geste os 


jneLeviups et vt svetied I i r) vemeed AM 


Nethercut & Young am 1957 ad 


ford Ky J 
serene, Ontarte 


bain recy. Dut. Jl be levee: we are. --= 
MR. RAINVILLE: We are about the same. 
COMMISSIONER BROWN: Are they the same? 
MR. RAINVILLE: The same for almost everything; 
there are very few exceptions, so we might say 
the same. 
MR. VANIER: The better answer, I think | 
is. the..same., 
COMMISS IONER. BROWN: Did you follow 
them or did they follow scat 
MR. RAINVILLE: We followed them. 
COMMISSIONER BROWN: I wondered because 
you imply that was on saving accounts. 
MR. VANIER: We have restrictions on 
savings accounts and the commercial banks have 
no particular restrictions as to their savings 
accounts. 
COMMISSIONER BROWN: Wh&t are these 
restrictions? 
MR, VANIER: Well, we are limited to a 
certain sort of Sanh eine vty but apparently, I 
believe, the commercial fee use any commercial 
funds or savings funds Lor commerce ia 1 purposes; 
we oe co. 


COMMISSIONER BROWN: They cannot go into 


MR. VANIER: No, but we are allowed to 
do mortgages because it seems © be appropriate 
to do those, and they do commercial credit with 


mortgages the same as you? 
commercial plants, but they add to that whatever | 
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they gather in savings. THis LS -noe-~complaint : 
it 18 just a remark. 
COMMISSIONER BROWN: Would you consider 
it quite fair if it was Suggested that the 
commercial banks could invest in jot tenn UD. GO 
a proportion of their savings accounts? 
MR. VANIER: From a general point of 
view, I believe that the main object of the chartered 
banks or the commercial banks, I believe that their 
main purpose is to grant short term credit to trade 
and industry and I believe this is a very important 
function and I believe that is their own. 
COMMISSIONER BROWN: In the rest of Canada 
there are no savings banks? 
MR. VANIER: We do not look for that 
because I believe they are better equipped to 
look after that, and they do it well, but I reiterate 
that the mortgages are a type of credit that has 
nothing to do with trade; it has to do with 
Savings and with investment -- and perhaps this is 
the wrong term -- with venture. 
If you borrow money from a commercial 
bank in order to produce goods, you reimburse 
with the profits from the godds you have manufactured, 
but a1f you make a Toan inorder Go buy a propervy., 
well, you will not reap from that investment enough 
money to refund the money -- it wll take at least 
10 or 15 years or perhaps 20 years before you can 
Graw from the bad tts sufficient money to reimburse 
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of credit and we believe that we ‘are well equipped 
to do this because we have savings always available 
for withdrawals, so I believe that the mortgage 
business is something which I believe is appropriate 
to a savings bank and I believe short foe credit 
is really credit appropriate to commercial banks. 
They do very well with their business and I believe 
we do ourselves very well, too. | 

COMMISSIONER BROWN: In the rest of Canada 
there are no savings banks? 

MR. VANIER: I believe they should have, 
and we will help them to build some if they want 
any. I do not say that in a spirit of hostility 
to commercial banks, but just because we feel they 
should meet certain requirements. 

COMMISSIONER BROWN: The commercial tanks 
have roughly $80 million in savings accounts in 
Canada. 

MR...VANIER: .. Yes. 

COMMISSIONER BROWN: And do you think 
that any portion of this should be directed to go 
into mortgages, the same as you think it is good 
for savings? 

MR, VANIER: I believe that if they want 
to use it for commercial purposes that they should 
rete stea tee It would be just # well, because they 
are strong institutions and I believe that they 
should give security to the public. I just mention 
that we have submitted certain restrictions and 


that we are not without some merit in running our 
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business properly and we do not complain too 


much about that, 
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COMMISSIONER BROWN: Do you think it would 
be all right for them to go into mortgages -- for 


some of these savings accounts? 


MR, VANIER: Would it be to: go into the 
mortgage business or be forbidden be useytherdeposits 
for commercial business? if they are allowed to 
do mortgage business they may be forbidden from using 
the savings accounts for commercial purposes, but ‘. 
don't think they should do both things. If they 
use the savings for commercial business, because it 
is their main business, then it may be justified, but 
then they should not do exactly on top of that the 
kind of business we do. That is the way we look at 
thie 

COMMISSIONER GIBSON: As a matter of fact, 
the chartered banks are in the mortgage business in 
So far as N.H.A, mortgages are concerned in a sizeable 
way now, 

MR. VANIER: Yes, but I believe it was done 
in a period of emergency, and they were asked to do 
it as a service to the communitys > I°do not think they 
Like it very much. 


COMMISSIONER GIBSON: Well, it has happened, 


COMMISSIONER BROWN: Tney were told to like 
BO, 

MR, VANIER; But has it happened at the 
request of the authorities in order to help the people 
in a ‘period of emergency? I believe in ordinary 


circumstances other institutions or near banking 
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Re . tastitutione.d¢-.it well too. I believe other 
2 institutions could take care of that form of credit. 


4 itself to short-term credit it would be better, because 
5 they do it.well and it is badly needed .by our country. 


6 Eepecially since we have to compete with the common 


7 market, I believe it is more useful than the other. 
8 COMMISSIONER GIBSON: I am not quite. happy 
9 with the answer you gave about:these recommendations 
10 about the mutual fund and a real estate investment. fund, 
11 and.&o.on, It does; geem to peeanay yourn,vecord 
42 Shows .you.have quite radically changed your business 
13 in.the.lagst decade, Ten yeargs:ago you.were.not.in 
14 the mortgage business .to.any really large Leen 
15 and .ROWLyoOuU.are -bn.it .aand expanding .in toile. business, 


Fa 


16. and;,you.gay.this.is.,good. 


17 MR .,.VANIER:. Yee. 
18 COMMISSIONER GIBSON: I have no doubt it is, 
19 but are not.,the suggestions you ..make .here.the,.trend 
20 of things? Are they not also financial services? 
"1 MR. VANIER: The American savings banke do 
2 is 
23 COMMISSIONER GIBSON: Yes. 
24 MR. VANIER: (SO, if you, wanted .suggestions, 
25 we have made them.for what they are worth. We are not 
6 go keen about it, provided we would receive fair 

| 07 competition from everybody in our own field. 
28 COMMISSIONER GIBSON: But go you not think 
29 Lise is. log heel? 
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3 I believe if the commercial institution were to limit 
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COMMISSIONER GIBSON: Do you think it is 


| 
| 
logical you should have. sone, Unlo “He ~mortugeare bus inece? | 

Ms VANIER Ob yee, ince. Logical pecaure | 
this ig exactly the kind of credit savers need. I | 
Dette VvesyOU Will ooKee Withee: sou Ullal hOOLiLU., 

COMMISS LONER GIBsON; =—Iido not td learree with | 
you; but Lion" © Know Why you say. iv Vie note Log 10a 
you should do thege sort of things? | 

MRe VANGUSK:. “DTsdide movussay (Lt “Ls wot dozicals 
lpeay ee Lt i See logical under pregenc 
circumetances., ~ Lupmay spe, gees Under other circumstances. 
Tet, oie all 1 mean @egout Gepe lieve: there, are rl ines 
wer could) Gadlily nandlenawisi benér it. tor) our clientele: 
Since they are, offered by othere whe are subject: to 
no Linitations atv ail, SO, why would: not: Wego Tt; 

We are in a position to do it just as well and just aes 
profitably for ourselves and the clientele. 

MR. RAINVILLE: And for the government too 
because’ we pay taxes, 

MR, VANIER: We are- quite an associate of 
the g@overnment . 

COMMISSIONER BROWN; Would you be in favour 
of the mutual-fund people =acce pt ing deposits? 

MR. VANIER: Well, if they are operating 
according (© .our definition, but, 1I-<eee a harm in 
receiving deposite providing the only use they could 
make of the deposits is to allow the owner to withdraw 


them, but if they make them in order to secure funds 


for banking purposes, then they ghould not. I believe 
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iy detiniv bone “are not so bad aiver all...I was-clad 
TO receive your criticism, and I see that I now have 
fagel tide tree in them than I had this morning. 

THE CHAIRMAN: fire faveei on from the French) 
Mr. »Vanier, thank you. very much for accept ite’ our 
aii be eee ane tor Fubnittingy such an qinterest ing 
brief which will receive our closest congideration. 

MR. VANIER: (Translation from the French) 
I thank you for your king words, Mr. Chairman, and 
particularly for expreseing them in Suen | 

THE CHAIRMAN: We shall now adjourn, and 
tne next meeting of the Commission Will be held on 
Monday, June 4th, at 9,15 A.M. iy Ber se aot. New 
Brunswick. | 
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SUMMARY 

Purpose of Brief:1.The purpose of this brief 
is to present a complete and detailed picture of the 
Quebec savings banks. Particular attention has been 
given to the topics suggested for discussion but care 
has been taken to avoid unnecessary details. 

Monetary Policy: 2. The Quebec Savings banks 
believe that, since the Commission will receive from 
other sources more complete data on this subject, 
they should limit themselves to the comments they 
consider of special importance. 

3. Generally speaking, monetary policy as 
presently applied is satisfactory. But, although 
monetary policy must be kept flexible, it cannot be 
counted upon to settle all economic problems. A close 
eoordination of monetary and fiscal policies is also 
necessary. 

Thrift and its Role in the Economy: 

4, Much has been said about the importance 
of thrift, its role in the economy, how and why it should 
be encouraged. These things should be remembered and 
more efforts spent to encourage the thrifty. 

Capital Market: 

5. A properly functioning capital market should 
insure the financing, at reasonable’ conditions, of the 
various governing bodies, public and private enterprises. 

6. The allocation of resources should be done 
only when, and to the extent, necessary. 

Financial System: 
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function adequately if it helps to maintain a satisfactory 
rate of development of the country's economy, to insure 
stability of prices, to provide the financial resources 
necessary for the establishment and expansion of 
enterprises and finally to assure a continued prosperity 
and a high standard of living f or most citizens, 


SECTION I - GROWTH AND STRUCTURE OF THE QUEBEC 
SAVINGS BANKS 


Origin of the Quet ~ Savings Banks: 

8. Prior to the establishment of The 
Montreal City and District Savings Bank there had been 
a Savings Bank in Montreal, but it was in the throes 
of liquidation and investigation by a Royal Commission. 

9. People did not have much confidence in 
Banks and the commercial banks were not interested in 
the savings of the common people. The Archbishop of 
Montreal, on the advice of public spirited businessmen, 
called upon a group of seventy-five outstanding citizens 
for their help in establishing an institution to SNonote 
thrift. They founded The Montreal City and District 
Savings Bank which started its operations on May 26, 
1846, 

10. The Caisse d'Economie de Notre-Dame 
de Quebec, now called The Quebec Savings Bank, was 
established on. May 21, 1848, 

ti. They were, at first and until 1871,, mutua 
and philanthropic institutions operating under the 
general "Savings Banks Act of’1841". 

Change from Mutuals to Stock Corporations: 

12. When Confederation was established in 


Canada banks and banking came under the purview of the 
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Dominion Government and, in 1871, the Quebec savings 
banks ceased operating as mutuals and were granted 
Royal Charters. 

Capitalization: 

13 amet he GapoiLtabhigation.of. The. Montreal City 
and District Savings Bank was set at two million dollars 
and that of The Caisse d'Economie de Notre-Dame de 
Quebec at one million dollars. 

Assistant Receiver General for the District 
of Montreal: 

14. In 1871, The Montreal City and District 
Savings Bank was appointed Assistant Receiver General 
for the District of Montreal and continued to discharge 
this, important, funetion .until,..1935,. when the Bank of 
Canada was established. The personnel of the Assistant 
Receiver General,for ,the District,.of,Montreak, :which,-had 
been, recruited, from, .the, ranks: of, .,The: Mont real .City 
and District Savings Bank, joined the Montreal Office 
of the Bank of .Canada. 

Branches and .Personnel; 

15. The Montreal City and District Savings 
Bank has 55 branch offices, all on the Island of 
Montreal except one, and a staff of 800 full time and 126 
part-time employees. .It. owns all its branch buildings. 

16. The Quebec Savings Bank has 19 branches, 
all in the City of Quebec. and suburbs and its staff 
numbers 139. 

Legislation Governing Operations of the Quebec 
Savings Banks: 


17.....From 1871.00. 1948,. there were: no, major 
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changes in the laws. In that year, the savings banks 
were authorized to make mortgage loans and personal loan 

18. The 1944 revision of the Quebec Savings 
Banks Act defined more clearly the areas where each of 
the two savings banks could operate. 

19. In essence, the present "Quebec Savings 
Banks Act" parallels closely the Canadian Bank Act 
which regulates the commercial banks. 

General Powers: 

20. ‘The act deals with the matters usually 
found in legislation of this kind. Many of the subjects 
covered need not be commented upon but others deserve 
attention since they give an accurate picture of. stive 
conditions under which the Quebec savings banks operate. 

Statutory Limitation of Branch Locations: 

21. The Act defines the meaning of "District 


"for the purposes 


of Montreal" and "District of Quebec 
of the Act and the juducial districts comprised in the 
area where -each ‘bank “ls authorized to operate. 

Cash and Additional Reserves: 

ee. First reserve must be equal to at least 


five per cent of the deposit liabilities of the bank 


and must be in the form of notes of the Bank of Canada, 


or deposits with the Bank of Canada or with the chartered 


banks. 


23. Secondary reserve must be equal to at least 


15 per cent of the bank's deposit liabilities. This 
reserve must be in the form of notes of the Bank of 
Canada, deposits with the Bank of Canada or with the 


chartered banks, securities of or guaranteed by the 
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The savings banks, after complying 


with the above reserve requirements, are authorized 


to invest freely in the securities of or guaranteed by the 


Government of Canada or the provinces thereof, the 


United Kingdom and its colonies, 


country of the British Commonwealth, 


the Government of any 


the Government 


of the United States or of any of the States, Canadian 


Municipal corporations, 


whose revenues are derived from taxes, 


school corporations in Canada 


securities of 


ecclesiastical or religious corporations incorporated 


in Canada, of Fabriques de Paroisse or Syndics issued 


under the Parish and Fabrique Act of the Province of 


Quebec, hospital or sanatorium corporations in the 


Province of Quebec and Canadian Railway equipment 


securities. 


Securities in which Investment is restricted: 


ad 


In this group are included the bonds, 


debentures and first preferred shares of Canadian ° 


corporations meeting certain requirements, 


the shares 


of any Canadian commercial bank and other securities 


approved by the Treasury Board. 


The total book value 


of above investments must not exceed 15 per cent of the 


bank's deposit liabilities. 


265 


Sinee  b957; 


the Quebec savings banks have 


been permitted to invest in the securities and shares of 


Canadian corporations, 


interest, provided the aggregate value of such investment 


not in default of principal or 


does not exceed 50 per cent of the paid-up Capital and 
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Rest Account of the Bank. 

Mortgage Loans: 

27. Savings banks may lend on mortgages 
covered by the National Housing Act and on conventional 
first mortgages. 

28. The following restrictions apply to loans 
in the last category. Each loan must not exceed the 
lesser of $100,000 or 60 per cent of the bank's evaluatian 
of the property, and there must be a building on the 
property of which at least one half of the floor space 
is used for residential’ purposes. 

“Secured Loans and Advances: 

29. Savings banks are not allowed to disbount 
commercial paper. 

30.. Loans may be made on the securities in 
which the bank may invest freely and, under certain 
conditions, on the shares of a commercial bank or the 
securities of a corporation in the restricted group. 

Unsecured Loans: 

os The savings banks may lend money, without 
security, to the Government of Canada ie any province, 
to Canadian municipalities, school corporations, 
religious corporations, Fabriques de Paroisse, hospitals 
or sanatoria in the Province of Quebec and, under 
certain conditions, to other Canadian corporations. 

32. Personal loans may also be made up to 
$5,000. 

33. Total amount of unsecured loans must not 
exceed 5 per cent of the bank's deposit liabilities. 

Bank Premises: 


34, The banks may own all the real estate 
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necessary for their present or future operations. 
But, whenever a property is not required for the use 
of the bank, it must be sold within a period of seven 
years. 

Interests and Charges: 

35. The banks are not allowed to charge 
a rate of interest or discount higher than 6 per cent 
on loans, except mortgage bans. Rates for collection 
charges are also specified. 

Analysis of Banking Functions: 

36. A bank may be defined as an institution 
which deals in money and credit and the principal 
operations of which are to receive, keep and pay, borrow 
and loan capital in the form of money. 

37. In the past, the functions of banking 
seemed clear enough in the minds of most people. With 
the advent of new types of financial institutions and 
their invasion of the banking field, the question has 
been raised. These institutions add to the confusion 
by pretending that, since they do not call themselves 
"banks", their operations are not banking operations. 
Such superficial reasoning does not change the facts. 

Controls and their Purpose: 

38. Most countries exercise close control ove 
banking. The main reasons being the protection of the 
savings of the individuals and the importance of the 
role played by the banks in the economy of each nation. 
Such controls are necessary, but they should equally 
apply to all institutions who receive deposits from the 


public. The Quebec savings banks are not opposed to 
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supervision and control per se, but they object to 
excessive restrictions and to discrimination which 
ereate unfair advantages for certain categories of 
their competitors who have invaded the banking field. 
In addition, some competitors are tax exempt and that 
gives them a tremendous advantage. 
The Functions of Savings Banks: 
39. The QMebec savings banks consider that, 
as such, they have two main objectives: 
(a) to insure the highest degree of security 
for the monies entrusted to them; 
(b) to provide a complete financial service 
to the individual and the family. 


Legislation Governing Savings Banks Operations: 


40... Generally speaking, the Quebec Savings 
Banks Act compares favourable with the laws governing 
Savings banks in other countries, but the powers 
granted to our own savings banks could advantageously 
be enlarged. This would allow the Quebec savings 
banks to fulfil their proper role and better serve their 
customers. 

Reserve Requirements: 

41, Present reserve requirements are more 
than.sufficient. Authorities on the subject and 
Students of banking agree that. an increase in require- 
ments, if applies to savings deposits, would serve no 
useful purpose. 

Possible Additional Services; 

42, In addition to the specific changes 


recommended by the Quebec savings banks, it would be 
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advantageous that they be allowed to: render additional 
Services to their customers, such as the sale of 

Savings Bank Life Insurance, the establishment of their 
own Mutual Fund, the establishment of a Real Estate 
Investment Trust with sales to or participation by 
depositors, and the handling of trust accounts for their 
depositors. 

PROPOSED AMENDMENTS TO THE QUEBEC SAVINGS BANKS ACT 

Section 12 -- Qualification of Directors: 

43, Because of the large increase in the market 
value of the Quebec savings banks' shares in recent 
years, it might be financially impossible, under the 
present statutory requirements, for many candidates 
otherwise qualified to be elected to the Board of 
Directors. The savings banks therefore recommend that 
Section 12 of the Act be modified, in order to reduce 
to 100 the minimum number of shares required for 
qualification as a director. 

Capital Stock: 

44, It seems advisable that the Quebec 
Savings banks be authorized to split their shares in order 
to make them more accessible to small investors, and 
that no par value shares be substituted to par value 
shares. 

45, Price limitation on the issue of new 
Share capital should be removed and the price at which 
new shares may be issued should be fixed by the 
Directors of the bank. 


Section 59 -- Bonds of Public Utility Companies: 


46, The savings banks recommend that bonds of 
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large public utilities, which are now included in the 
group of restricted investments, 


be included in the 
group of unrestricted investments under certain 
reservations. 


They also recommend that the present 
15 per cent limitation, 


imposed by section 59 of the 
Act, be raised to 20 per cent of deposit liabilities. 


Security: 


Section 63 --(g) - Loans and Advances without 
7, 


Because of an expected increase in the 
demand for loans by Religious Corporations, Syndics 


or Fabriques de Paroisse, and for Personal. Loans, 


the banks recommend that, the present. limitation to 


5 per cent of deposit liabilities, 
of unsecured loans, 


for aggregate amount 
be increased to 10 per cent. 
Because of possible creeping inflation and other reasons, 


the limitation to $5,000, for any one personal loan shoulld 
be raised to $10,000. 


Section 64 - Mortgage Loans: 
48, 


mortgage loans, 


A large increase in the demand for 

in coming years, is expected in the 
Montreal and Quebec areas. For this reason,, the Quebec 
savings banks recommend that the present 40 per cent 
limit to deposit liabilities be increased to 60 per 
cent, 


excluding loans made under the National Housing 
Act. 
loan, 


Also that the statutory limitation, for each 


removed. 


be increased as to the amount and the valuation 
percentage, and that the residential requirements be 


The savings banks also ask the authorization 


to make other than first conventional mortgage loans, 
with certain limitations. 
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Policy in Regard to Opening of New Branches: 
49. A survey is made of the density of 
population within a half mile radius of the intended 
location, and consideration given to the number of 
competitors in the area and t other important factors. 
D0. The time required to reach a profitable 
Stage in operations. varies considerably and no precise 
answer can be given. Decision for the establishment 
of a branch is based on experience in weighing these 
factors and no right rules can be counted upon. 
Statutory Limitation of Branch Location: 
51. Territorial limitation has certain 
advantages but should apply also to other categories 
of financial. organizations Seeking savings deposits. 
A certain, density of population is necessary for a 
branch to operate profitably within a reasonable period 
of time. . Too intense competition may result in unprofit- 
able branches for all institutions concerned. 
Internal Organization of the Quebec Savings Banks: 
De. Each savings bank is managed by a Board 
of Directors. who make by-laws. with respect to any matter 
concerning the policies of the bank and the administratio 
of its affairs. They are chosen for their experience 
and are responsible to the. shareholders. They may 
appoint as nany officers and employees they consider 
necessary. 
53. The permanent staff of each bank consists 
of the executive officers, heads of departments, branch 


managers and clerical workers. 
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Executive Officers of’ The Montreal City 
and District Savings Bank: 

54, The executive officers of this bank are 
the General Manager, the Assistant General Manager, 
the Chief Accountant, the Executive Secretary and 
Manager of New Business Department, the Chief Inspector 
and the Comptroller. The duties and responsibilities 
of each officer ‘are “detailed “in the brief’ 

Internal Control, Inspection and Safeguards: 

55. A yearly audit is made of each branch 
by the Inspector and his staff. A continuous checking 
is made in all sectors of the bank's operations. 
Experience concerning fraud and dishonesty, compares 
very favourable with other institutions. To increase 
the efficiency of the personnel and safeguard against 
possible losses due to incompetence, all employees 
attend training courses. 

Budget and Reports to the Board of Directors: 

56. An annual budget is prepared by a 
Special committee. Monthly report of expenses, quarterly 
reports on earnings and expenses, and projection of the 
Probable earnings and expenses for the coming five 
years are submitted to the Board of Directors. 

Executive Officers of The Quebec Savings Bank: 

57. The executive officers of this bank are 
the General Manager, the Chief Inspector, and the 
Secretary and Chief Accountant. The duties and 
responsibilities of each officer are detailed in the 
brief and most of the remarks in regard to control, 


inspection and safeguards in The Montreal City and 
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District Savings Bank also apply. 

Shareholders! Audit: 

58. Two auditors, who have been chartered 
accountants for at least six years, are appointed by 
the Shareholders at the Annual Meeting. They make 
an examination of the Head Office cash and the securitie 
and loans, review reports of internal inspection and 
Satisfy themselves that the procedure is adequate 
and the inspection methods satisfactory. They submit, 
at end of fiscal year, a certificate to that effect 
to the Directors of the bank. 

Government Inspection: 

59. The Inspector General of Banks, appointed 
by the Governor in Council, makes a yearly examination 
of the affairs of the bank to ascertain that the 
provisions of the Quebec Savings Banks Act are observed 
and that the bank is in a sound financial condition, 

He reviews the periodic reports submitted by the 


bank to the Minister of Finance and the Bank of Canada. 
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SECTION - II - ASSET MANAGEMENT 

Policies and Practices Relative to 
Cash and Liquid Reserves: 

60. The Quebec savings banks keep a Cash 
Reserve of approximately 10 per cent of their deposit 
liabilities as compared to the 5 per cent minimum 
required by the Act. 

61. Holdings of Government of Canada and 
Provincial bonds exceed by far the 15 per cent deposit 
liabilities also required by the Act. 

62. The Cash maintained in Bank of Canada 
is essentially to meet Clearing commitments. The savings 
banks also have in safekeeping with the Bank of Canada 
large amounts of Government of Canada Bonds pledged as 
collateral for possible advances. They have seldom 
availed themselves of these loan facilities. 

63. The Savings Banks have a good portion 
of their Cash Reserve on deposit with the chartered 
banks. 

64, Factors which favourable influence 
the availability of reserves are: an increase in 
deposits lk the public, repayments on loans, matured 
bonds and coupons from bond investments. 

65. Conversely, important withdrawals by 
depositors adversely affect these reserves. 

66. Excess over normal reserve is invested. 
Any deficiency is replenished by calling back Day-to- 
Day Loans or selling short term securities. 

67. Changes that might be contemplated in 


regard to cash and liquidity requirements for the purpose 
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of tightening control over money and credit would not, 
if applied to the Quebec savings banks, serve any useful 
purpose or appreciably increase the effectiveness of 
monetary policy. 

68. Any change of that nature should be 
restricted to commercial banks and other financial 
institutions whose operations strongly influence the 
volume of money and credit. 

Investment Policies: 

69. The savings banks always have in mind 
their responsibility as custodians of the public's 
Savings, and their investment policy is determined 
accordingly by the Board of Directors after consultation 
with Management. 

Scope of Lending Powers: 

70. Developments in recent years have rendered 
lending powers in mortgages and personal loans too 
PEBUrLCTLVe’ 

71. Savings banks wish to keep their 
identity as savings banks and are not interested in 
making loans to industry and commerce. They prefer 
to provide full banking services to the individual 
and the family. 

Mortgage Loans: 

72. Mortgage loans, especially conventional 
mortgages, are nearly as liquid as bonds because of the 
regular instalments and the relatively short term of 
the loans, a large number of which are for five years. 

73. The banks believe that a secondary 


market for mortgages would be advantageous. 
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74. They feel justified in asking for 
amendments to Section 64 of the Act and would like to 
obtain at least the same lending powers, in the mortgage 
field, as their competitors. 

Personal Loans: 

75. Personal loans are requested in ever 
larger numbers and amounts, and present restrictions 
Should, in the banks' opinion, be decreased. There is 
a growing tendency to borrow for large consumer 
expenditures rather than to save for them. Thus 
the savings process has become the repayment of the loan 
after the purchase has been made, instead of the building 
up of the account prior to the purchase. 

Investments in Securities: 

76. The Quebec savings banks! investments 
in securities have been mostly in Government, Provincial 
and Municipal Bonds. They also have, in lesser amounts, 
corporate bonds and bonds of Religious Corporations 
and Fabriques de Paroisse. Most bonds mature within 
ten years. 


POLICIES AND PRACTICES WITH RESPECT TO 
MORTGAGES AND LOANS 


Conventional Mortgages: 

77. Conventional Mortgages are usually 
made for terms of five to twenty years and repayable 
by semi-annual instalments of 24 per cent on capital, 
plus interest, or by monthly instalments amortized 
over a period not exceeding 20 years. 

78. For five year loans, if repayments are 


made regularly and everything is in order, each loan 
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1 is renewed for another five years and this procedure 
2 is repeated at the end of each succeeding five year 
3 period until the loan is fully paid. 

4 79. Applications are screened by the 

5 Mortgage Department and a special committee and 


6 submitted to the Board of Directors. 


N.H.A. Mortgages: 

80. These are insured mortgage loans 
subject to Government regulations and amortized, by 
monthly instalments, over periods from 20 to 35 
years. 

Loans against Collateral Security: 

81. These loans are made to individuals, 
stock brokers and investment dealers, and are callable 
on demand. Day-to-day loans are made to investment 
dealers, ona four hour call, and are secured ly 
Treasury Bills and Government of Canada bonds maturing 
within three years. 

Geo Toans against collateral, up to 
$25,000 are approved by the Chief Accountant or his 
Assistant; above that amount, by the General Manager 
or his Assistant. All loans of $5,000, or over must be 
confirmed by the Board of Directors. 

Personal Loans: 

83. These loans are for periods not 
exceeding three years. Loans, up to $2,000 are 
approved by the Manager of the Personal Loans Department ; 
above that amount, by the Comptroller. They are 


confirmed ly the Board of Directors. Losses are small. 
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Loans to Religious Corporations, Syndics 
and Fabriques de Paroisse. 

84, These loans are made to religious 
corporations of all creeds and nationalities, usually 
for a maximum term of ten years; additional protection 
is secured through a first mortgage and pledges from 
members of the congregation. 

85. Loans to Syndics are covered by a 
levy or reprtition on the properties owned by Roman 
Catholics in the parish. 

86. Fabriques de Paroisse, when applying 
for loans, must comply with strict regulations from 
their Archbishop. 

Credit .Shortage: : 

87. When credit is in short supply, requests 
are scrutinized more closely. The savings banks try 
to satisfy the largest number of borrowers. rather than 
making a few large loans. 

Lending Rates: 

88. The savings banks! lending rates are 
generally in line with those of the other banks. This 
policy does not apply to mortgage loans. 

89,..Changes: in.economic.conditions, so far, 
have not been accompanied by any noticeable difference 
in the demand for funds. Because of the 6 per cent 
ceiling, the spread in rates has been narrow and’ 
thus the rate has never been an important factor. 

90. The 6 per cent ceiling appears too low 


and should be revised upwards. 
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SECTION - III - LIABILITIES 
Deposits by the Government of Canada: 
91. They represent purchases of Canada 
Savings Bonds ly the public and allotments, to the 
savings banks, of Government of Canada issues. They 
are gradually withdrawn by the Government. 
Deposits by Provincial Governments: 
92. rThe Montreal.City and District Savings 
Bank has no deposits of this category. 
93. The Qebec Savings Bank has deposits 
from the Government of the Province of Quebec. 
Deposits by the Public: 
O94. These are of four categories: 
(a) Savings Accounts: they bear interest 
at the rate of 2-3/4 per cent per annum, 
calculated on the minimum quarterly balance 
and credited quarterly or Sui dane 
Although, in theory they are time deposits, 
in practice they have always been paid on 
demand. School Savings Accounts are included 
in this category. 
(b) Personal Chequing Accounts: no interest 
is paid on these accounts. 
(c) Christmas and Holiday Savings Accounts: 
these accounts favour methodical savings for 
a definite purpose and are for a fixed term. 
(d) Certificates of Deposit: are issued for 
fixed amounts left on deposit for not less 
than 90 days. Interest is calculated from the 


date of issue to the date of reimbursement. 
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Poor Funds: 

95. They are accumulated surpluses prior 
to 1871, after reserves for depreciation and possible 
losses had been created. These surpluses stood at 
$180,000 for The Montreal City and District Savings 
Bank and at $83,000 for The Quebec Savings Bank. 
Revenue is distributed yearly to charitable organizations. 

Interest and Deposits: 

96. As a rule, the savings banks have granted 
depositors the same rate of interest paid by commercial 
banks. 

97. In periods of credit expansion deposits 
rise more rapidly. Changes in savings banks' interest 
rates have not brought important deposit shifts. 

98. The recent United States experiment, 
in raising rates, has not been too happy and many banks 
wish the rate war had never started. 

Deposit Insurance: 

99. Because of their liquidity and the high 
quality of their assets, the Quebec Savings banks are 
not convinced of the necessity of established Deposit 


Insurance, 
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SECTION - IV - RELATIONS WITH OTHER FINANCIAL 
INSTITUTIONS 


Debt of Financial Institutions held by 
Quebec Savings Banks: 

100. The proportion of such bonds to total 
bond investments held by the Quebec savings banks 
is practically nil. The same apply to short-term 

financial paper. 

Competition between the Quebec Savings Banks: 

101. Since each savings bank is limited to 
a certain area, in its operations, there is no competition 
between the two institutions. 

Services offered by the Quebec Savings Banks: 

102. The services offered by the Quebec 
Savings banks cover nearly the same range as those 
offered by the commercial banks. 

103. The main differences being that savings 
banks cannot discount commercial paper, whereas 
commercial banks are not allowed to make conventional 
mortgage loans. 

104. The savings banks give particular 
attention to those services which are of special interest 
to the individual and the family. 

Competition with other Financial Institutions: 

105. (a) Commercial Banks: Their competition 
is considered fair. 

106. (b) Caisses Populaires: They enjoy 
wider powers than the savings banks and are not submitte 
to the restrictions and supervision that apply to real 


banks. They are also tax exempt, an advantage not 
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enjoyed by the real banks. 

107. (ec) Credit Unions or Caisses d'Economie: 
The same remarks that apply to the Caisses Populaires 
also apply to thése institutions. 

108. (d) Trust Companies: Many trust 
companies have invaded the banking field and, because 
their investments are less restricted than those of 
Savings banks, they can afford to pay higher rates 
of interest on deposits. 

109. (e) Finance Companies: The above 
comments also apply to some finance companies. If 
Savings need to be protected, some restrictions are 
iInsorderi 

Factors influencing the Rate of Growth 
of the Quebec Savings Banks: 

110. (a) Favourable Factors: Branch 
extension is the most important factor; new services 
and qualified personnel are contributing factors. 

111. (b) Unfavourable Factors: Restrictions 
imposed on savings banks as compared with some of their 
competitors, especially tax exempt institutions, are 
the unfavourable factors. 

The Inequity of Tax Exemption accorded to 
certain Institutions: 

112. Many institutions have departed from the 
principles that are supposed to govern their operations, 
have invaded the banking field and are less motivated 
by the desire to promote thrift among their members 
than by a "business purpose”. They accumulate profits 


and build up untaxed surpluses. This preferential 
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treatment is unjustified since it imposes a heavier 
burden on other taxpayers and deprives the Government 
of much needed revenues. 

113. In practice co-operatives and mutuals 
are synonymous. The Quebec savings banks believe 
that they, and the other tax-paying corporations, 
have become the true "mutuals" since they now contribute 
more than half of their earnings to the support of the 
State. 

114. This tax problem has drawn the attention 
of many, including the President of the United States. 

Complementary Relationship with other Financial 
Institutions: 

115. The Directors and Officers of the Quebec 
savings banks. occasionally meet their counterparts 
from other financial institutions and discuss problems 
of common interest. Although they have accounts with 
the commercial banks there is reciprocal arrangement. 

116, The Savings Banks deal in bonds through 
Securities dealers and occasionally are invited to 
participate in new issues as members of selling groups. 

Clearing House Membership: 

117. The purpose of a Clearing House is to 
facilitate the dail exchange between the member banks, 
the settlement of resultant balances, the promotion 
of the interests of the members and the maintenance 
of sound banking practices. Fees and costs are assumed 
by assessments upon the members on the basis of their 
deliveries for the antecedent year. The Quebec 


Savings banks are quite satisfied with their present 
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Clearing arrangements. 

Relationship with Bank of Canada and Minister 
of Finance 

118. Contacts with the Bank of Canada are 
limited. The savings banks deal directly with the 
Bank of Canada in new Government of Canada issues, 
but routine transactions are mostly done through the 
Bank's agents in Montreal md Quebec. Statutory 
reports and statements are submitted to the Minister 


of. Finance and the Bank of Canada. 


Need for Better Understanding of Bank of 


Canada Policy: 
119. The prestige of the Bank of Canada might 


be enhanced if the public had a greater understanding 

of the Bank's policies. The Bank could help to 
enlighten the public on monetary matters and this might 
develop more interest and understanding of’ its functions 


and policy. 
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1 SECTION - V.- REVENUES AND EXPENDITURES - PERSONNEL 


2 Sources of Revenues: 
3 120. Schedules VIII and VIII-A give 


4 a breakdown in percentage of sources of revenues, 
5 administration costs and interest paid to depositors 
6 for the last four years. Changes in revenues reflect 


7 the investment policies followed by each savings 


8 bank and the trend of business. 


9 Interest and Administration Costs: 
10 121. The decrease in interest paid.to 


11 depositors reflects the increase in non-interest bearing 
12 chequing accounts. Other changes in expenses result fro 


13 the expansion of business. 


14 Policies and Practices relating to Reserves: 
15 lee. The Quebec savings banks follow the rules 


16|| issued by the Minister of Finance in respect to policies 
17 and practices relating to valuation reserves, and reserve 


18 against bad and doubtful debts. 


19 Selection, Training and Promotion of Personnel: 
20 L@#. Selection is done mostly, but not 


exclusively, amongst young high school graduates. 
Interviews and aptitude tests are used. Training is 
given by monitors and through special courses. 

124. Promotions are given according to 


efficiency reports and seniority. 
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SECTION - VI - VIEWS ON THE CAPITAL MARKET 

Workings of the Securities Market: 

125. The Qebec savings banks do not under- 
write bond issues although they are often invited to 
participate as members of selling groups. Their 
operations in this field being limited, they prefer 
to leave to others the making of suggestions on the 
subject. 

Marketing and Trading of Mortgages: 

126, Flexible arrangements have yet to be 
created for the trading of mortgages. Before a Mortgage 
Bank is established, many problems would have to be 
ironed out such as removal of inequalities, tniformity 
of provincial laws and ways to provide property title 
guarantee. 

Response of Capital Market to Monetary 
and Financial Policy: 

127. The Quebec savings banks endorse Mr. Eric 
W. Kierans' views concerning the limited effectiveness 
of interest rates in stemming excessive Spending and 
investment. 

128. As regards mortgage loans, the savings 
banks believe that the direct application of controls 
to the term of credit is more effective, and is liable 
to bring quicker results, than the control. through 
ratios of specified assets to liabilities of financial 
institutions. 

Gaps in the Canadian Capital Market: 

129. Although the lending powers of the 


Industrial Development Bank have been enlarged, many 
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Small enterprises find it difficult to get capital 
for current operations and growth. 

130. The Quebec savings banks do not 
participate in financing of this sort which is outside 
their field of operation. Since their main purpose 
is to protect the money entrusted to them by their 
depositors they do not request an extension of powers 
in this respect. Even if it became desirable, their 
participation should be limited. 

CONC LUSIONS 

131. The Quebec savings banks are proud 
of their history and for having enjoyed the confidence 
of many. generations of depositors. They are convinced 
that they have played and still play an important 
role in the economy by providing a complete financial 
service to the. individual and the family. 

132. They trust that the Royal Commission 
on Banking and Finance will.concur in their views — 
and recommendations, so that they be permitted to 
still better serve the thrifty who deal with them with 


an absolute -feeling of security. 
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BRIEF 

Purpose of Brief: 

1. . ‘the purpose of this brief is to present 
a complete and detailed picture of the Quebec Savings 
Banks. Particular attention has been given to the 
list of topics suggested by the Commission for 
discussion, in order to include all the information 
that could be of value to the Commissioners, but care 
has been taken to avoid unnecessary details that might 
confuse’ the issues discussed and lengthen the brief 
without adding to its usefulness. 

Monetary Policy: 

2. The two Quebec Savings Banks do not 
believe that a complete discussion on all the aspects 
of monetary policy should be included in the Brief 
they respectfully submit to the Royal Commission on 
Banking and Finance. Their reason for so thinking 
is that the Commission, through its research staff 
and from other institutions more closely influenced 
by the government monetary policies, will receive 
material providing complete data on the subject. 
Therefore the Savings Banks are of the opinion they 
should limit themselves to general comments which they 
consider of particular importance. 

3, The Savings Banks believe that, generally 
speaking, monetary policy as presently applied is 
satisfactory. But they wish to underline the fact 
that, although monetary policy must be flexible and 
changes made when circumstances warrant, it cannot 


be counted upon to settle all economic problems. 
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A close coordination of monetary and fiscal policies 
is also necessary. If well handled, monetary policy 
can be a wonderful instrument. It can greatly help 
to insure stability of the buying power of the currency 
and, so, reduce the dangers of inflation with its dire 
consequences. 

Thrift and its Role in the Economy: 

4, It is not necessary to repeat what has 
been said so often about the importance of thrift, 
its role in the development of the economy of a nation, 
how and why it should be encouraged. What is important, 
is that these things be remembered and more efforts spent 
to encourage those who save. 

Thrift and its Enemies: 

5. Since the Savings Banks are dedicated 
to the promotion of thrift, they are fully aware that 
inflation is the worst destroyer of thrift. It 
discourages the savers and robs them of the fruit of 
their savings. It creates chaos by chasing savings away 
from fixed income investments into stocks and real 
estate for which an abnormal demand is thus created, 
resulting in artificial and unwarranted increases in 
prices. High taxes, such as exist at present, also 
discourage thrift and it is surprising to note that 
whereas, on the one hand, so much lip service is paid 
to the virtues of thrift and to its necessity for the 
development of the country, on the other hand, the 
thrifty are severely penalized. 

Capital Market: 


6. The main role of a properly functioning 
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Capital market should be to insure the financing, 

at reasonable conditions, of the state, the provinces, 
municipalities, public corporations and all other 
legitimate private enterprises, especially those that 
provide permanent jobs, and those that produce food 
and manufactured goods usually needed ww Canadian 
consumers. The allocation of resources should be done 
only when necessary and only to the extent of insuring 
adequate financing where and when it is needed. 

Financial System: 

(. If all financial matters above discussed 
are well coordinated and objectives attained, this 
Should result ina satisfactory rate of development of 
all sectors of the country's economy, insure stability 
of prices, provide, from within the country, most of the 
financial resources necessary for the establishment 
and expansion of enterprises, and assure continued 
prosperity and a high standard of living for most’ 
citizens. Only then could the financial system be 
judged to function adequately. 


SECTION - 1 - GROWTH AND STRUCTURE OF THE QUEBEC 
SAVINGS BANKS 


Origin of thé Quebec Savings Banks: 
8. There had been a Savings Bank in 
Montreal, prior to the establishment of The Montreal 
City and District Savings Bank, but it had fallen on evil 
days and in 1846 it was in the throes of liquidation 
and investigatipon by a Royal Commission. 
9. Because of this and other failures, people 


did not have much confidence in banks. The commercial 
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banks themselves were not in the least concerned about 
going after the savings of the common people. 

10. The Roman Catholic Archbishop of Montreal, 
His Grace Ignace Bourget, was aware of these problems. 
On the advice of public spirited businessmen he used 
to consult on these matters, he took the initiative 
of calling upon a group of 75 outstanding citizens for 
their help in view of establishing an'‘institution that 
would promote thrift and take special care of the 
savings of the people. They responded to his appeal 
and The Montreal City and District Savings Bank 
started its operations on May 26, 1846, 

11. The Caisse d'Economie de Notre-Dame 
de Quebec, which changed its corporate name to The Quebec 
Savings Bank on August 2, 1944, was established two 
years after The Montreal City and District Savings 
Bank and started its operations on May 21, 1848. 

12. The two Quebec Savings Banks were, at 
first and until 1871, mutual and philanthropic 
institutions and their founders were working for an 
ideal: the common welfare. 

13. The Savings Banks were operating under 
the general "Savings Banks Act of 1841" enacted by 
what was then known as the Province of Canada. 

Change from Mutuals to Stock Corporations: 

14, With the establishment of Confederation 
in Canada, Banks and banking came under the exclusive 
purview of the Dominion Government and regulations 
were elaborated for their’ control. So; in 19713 the 


Quebec Savings Banks were granted Royal Charters and 
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ceased operating as mutuals. 

Capitalization: 

15. The capitalization of The Montreal City 
and District Savings Bank was set at two million dollars 
with five thousand shares of four hundred dollars each. 
That of La Caisse d'Economie de Notre-Dame de Quebec 
was set at one million dollars with two thousand 
five hundred shares. 

16. In 1911, the four hundred dollar shares 
issued by the Quebec Savings Banks were divided four 
for one and the par value reduced to one hundred 
dollars. In 1944, in common with all Canadian banks, 
the shares of the Quebec Savings Banks were split 
ten for one and the par value reduced to ten dollars. 

Assistant Receivery General for the District 
of Montreal: 

17. By its sound administration and its 
devotion to the cause of thrift, The Montreal City 
and District Savings Bank soon gained the confidence 
of the public and the Government. Proof of this confidente 
was given in 1871, when it was appointed Assistant 
Receiver General for the District of Montreal by the 
Dominion Government. The important duties of this office 
were to control the issue and redemption of Dominion 
notes and the exchange of gold, silver, bullion and 
coins on behalf of the Receiver General of Canada. 

18... The Bank continued its offices in this 
very importa mtr charge until the establishment of the 
Bank of Canada, in 1935, when all government business 


was entrusted to it. 
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19. Members of the staff of the Assistant 
Receiver General for the District of Montreal, all of 
whom had been recruited from the ranks of The Montreal 
City and District Savings Bank, were invited to join 
the Montreal Office of the Bank of Canada, in 1935, and 
all accepted. 

20. Mr. C. Desmarais, who served for many 
years as Agent in Montreal for the Bank of Canada, 
and the present incumbent, Mr. A. Huberdeau, both started 
their banking career with The Montreal City and District 
Savings Bank. 

Branches and Personnel: 

21. At this moment, The Montreal City and 
District Savings Bank has 55 branch offices, all on the 
Tsland of Montreal except one, and has a staff of 800 
full time and 126 part-time employees. 

22. All buildings where branches are situated 
are owned by the Bank and are free from any incumbrances|. 
All branches have been built to satisfy the particular 
needs of its clientele and are located as near as 
possible to the residential districts. 

23. The Quebec Savings Bank has: 19 branches, 
all in the City of Quebec and suburbs and its staff stand 
at 139. 

Legislation Governing Operations of the Quebec 
Savings Banks: 

24, A list of all the acts and amendments 
to the laws governing the operations of the Quebec 
Savings Banks, since their establishment, appears in 


Schedule I at the end of this brief. 
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25. From 1871 to 1948, there were no major 
changes in the laws except to establish more adequately 
the extent of the powers and the limitations governing 
the operations of the Quebec Savings Banks. 

26. In that year, the Savings Banks, at 
their request, were authorized to make mortgage loans 
and personal loans. New houses were in very high 
demand in theearly fifties and credit for their constructiion 
was difficult to obtains. Under the National Housing Acti, 
the commercial banks were invited to help relieve 
this credit stringency. But, now that the situation is 
back to normal, we feel they should withdraw from that 
field of operation. 

27, The 1944 revision of the Quebec Savings 
Banks Act defined the areas, as detailed in paragraph 
31, where each of the two Savings Banks could operate. 

28. In essence, the present Quebec Savings 
Banks Act parallels closely the Canadian Bank Act: 
which regulates the Commercial Banks. 

General-Powers: 

29. The Act deals with the matters usually 
found in legislation of this kind, such as the powers 
of the shareholders; the qualifications, election, 
powers and responsibilities of the directors; 
capital stock, transfer of shares, issue of additional 
shares; dividends, shareholders! audit, destruction of 
old records, interest and charges, annual meeting 
and statements, transmission of deposits, inspection 
by the Inspector General: of Banks and the like. 


30. Many of the subjects covered are only of 
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secondary interest and need not be commented upon, but 
there are other subjects more deserving of attention 
because they give an accurate picture of the conditions 
under which the Quebec Savings Banks operate. 

Statutory Limitation of Branch Locations: 

Ba} The Quebec Savings Banks Act defines clearly 
what the words "District of Montreal" mean for the 
purposes of the-Act and we find that, in fact, this term 
describes an area hounded to the West by the Province of 
Ontario; to the South, by the U.S. border; to the East, 
by a line skirting a certain number of) judicial districts 
and extending toa distance of about 80 miles from the 
City of Montreal to the North, to about 100 miles or so. 
What is defined as the "District of Quebec" covers the 
rest of the Province of Quebec. 

General Statement and Statistical Summary: 

32.0. Schedules, II,« TI-A, IIT and III-A, give 
the General Statement for the year ending December 31, 
1961, and a Statistical Summary for the period 1905 
to 1961 inclusively. 

Cash and Additional Reserves: . 

33. The first Reserve, -- also known as 
the Cash Reserve -- must, at all times, be equal to at 
least five per cent of the deposit liabilities of the 
Bank and must be in the form of notes of the Bank of 
Canada or of deposits with the Bank of Canada or with 
chartered banks. 

34, \An additional, or secondary Reserve, 
must also be maintained at all times and must equal at 


least 15 per cent of the bank's deposit liabilities. 
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This. reserve,must..be in the form of: 

(a) notes of the Bank of Canada, deposits 

with the Bank of Canada or with chartered 

banks, -- that is the same sort of assets 

prescribed for the Cash Reserve, -- or, 

(b) securities of or guaranteed by the 

Government of Canada or of a province. (The exicess 

in item one of Schedules II and II-A, over the 
presdribed 5 per cent Cash Reserve, plus that 
part of item two which can be properly counted 
as being part of the secondary reserve, added 
to items 3 and 4 constitute acceptable 
components of the Secondary 15 per cent 

Reserve). 

Unrestricted Investments: 

35. The Savings Banks, after complying with 
the rules mentioned above, are authorized to invest freel 
in a fairly large number of types of securities, the most 
important being: ‘the securities of or guaranteed by the 
Government of Cansaa or the provinces thereof, the United 
Kingdom and its colonies, the Government of any country 
of the British Commonwealth, the Government..of the Undated 
States, or of sae the States, Canadian Municipal | 
corporations, school:-corporations in Canada whose revenue 
are derived from taxes, securities of ecclesiastical or 
religious corporations incorporated on Canada , of 
Fabriques de Paroisse or Syndics issued under the Parish 
and Fabrique Act of the Province of na eae hospital 
or sanatorium corporations inthe Province of Quebec, 


and Canadian Railway equipment securities meeting 
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certain requirements. 

Securities in which Investment is Restricted: 

36. In this group are included: the bonds, 
debentures and first preferred shares of any corporation, 
incorporated in Canada, whose common shares are listed o 
a recognized stock exchange, provided that it has, in 
each of the last five previous years, paid in cash, 
on all its outstanding capital stock, a dividend out 
of income earned in the year of payment or interest 
in full upon all of its outstanding securities, and 
that its unimpaired paid-up capital and earned surplus 
exceed five hundred thousand dollars. 

37. Also in this group are the shares of any 
Canadian Commercial bank and other securities approved 
bythe Treasury Board. 

38. The total book value of above investments 
must not exceed 15 per cent of the Bank's deposit 
liabilities . 

39. Since 1957, savings banks are also allowed 
to invest in the securities and shares of Canadian 
corporations, not in default of principal or interest, 
but the aggregate value of all investments of this 
kind must not exceed 50 per cent of the paid-up Capital 
and Rest Account of the Bank. 

Mortgage Loans: 

4O, As mentioned previously, it is only in 
1948 that the Quebec Savings Banks were given the right 
to make first mortgage loans. At first, the maximum 
allowed was 5 per cent of deposit liabilities. In 1952, 


the limit was raised to 10 per cent. In 1954, when 
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the Act was revised, it was changed to 20 per cent. 
Finally, in 1957, the limit was further upped to 40 
per cent of deposit liabilities. 

41. Savings Banks may lend on mortgages 
covered by the National Housing Act and on .conventional 
first mortgages. The following restrictions apply to 
loans in the’ last category: 

(a) each loan must not exceed the lesser of 

$100,000 or 60 per cent of the Bank's 

evaluation of the property; 

(ob) there must be a building on the property 

or one in the process of being erected; 

(¢c) at least one half of the floor space 

of the mortgaged building must be used for 
residential purposes. 

Exceptions: 

42, There are certain exceptions to these 
rules. For example, when a property bought by the Bank 
for its own use’ is sold and there is a ‘balance of 
payment due, or if a property is taken by the Bank becaus 
of the non-payment of a loan and this property is later 
sold and a balance of sale is left outstanding, none of 
the above restrictions are obligatory. 

Secured Loans and Advances: 

43, Savings Banks are precluded by law from 
lending money or making advances on warehouse receipts, 
goods and merchandises or from carrying on any trade 
or business. Herefore, they cannot discount commercial 
paper. 


44, The Savings Banks may loan money, provided 
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they take as security for the repayment of such 
loans: 

(a) any of the securities in which the 

bank itself may invest freely; 

(b) the shares of commercial banks or the 

securities of corporations in the restricted 

groups, if, when the loan is made, the market 
value of these securities is not less than one 
hundred and twenty per cent of the amount of thle 
loan; 

(ec) life insurance policies, when their 

cash surrender.;value is not less than the 

amount of the loan. 

Unsecuried Loans: 

45, Savings Banks may lend money and make 
advances without security to the Government of Canada 
or to any provinces thereof, to Canadian municipalities, 
School corporations whose revenues are derived from 
taxes levied by them or on their behalf, Canadian 
ecclesiastical or religious corporations, Fabriques 
de-Paroisse or Syndics subject to the Parish and 
Fabrique Act of the Province of Qiebec, corporations 
operating hospitals or sanatoria in the Province of 
Quebec, and, under certain conditions, to other 
Canadian corporations. 

46, They may also lend money and make 
advances without security to individuals in amounts 
not exceeding $5,000 to each person. 

47, When personal loans were first 


authorized in 1948, the limit was fixed at $1,000. It 
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Was raised to $2,000 in 1952 and to the present level 
of $5,000 in 1957. 

48. The total amount loaned under that 
section must not exceed five per cent of the Bank's 
deposit liabilities. 

Bank Premises: 

49, Savings Banks may own all the real estate 
necessary for their present or future operations. They 
cansell properties and acquire other properties in 
their stead for the same purpose. But, whenever a 
property ceases to be required for the use of the Bank, 
that property must be sold within a period of seven 
years. 

Interests and Charges: 

50. Savings Banks, in common with commercial 
banks, are not allowed to charge a rate of interest or 
discount higher than 6 per cent, on loans. Rates for 
collection charges are also specified. However, the 
Quebec Savings Banks are not restricted to 6 per cent 
in the rates charges on conventional mortgages and on 
mortgage loans made under the National Housing Act. 

Reports: 

51. Reports, in the prescribed form, must be 
sent to the government, monthly, annually and on 
demand. 

Analysis of Banking Functions: 

5e. All definitions of what is a bank and 
what constitutes its functions have Giese atta common. 
A simple definition would be that a bank is an institutio 


which deals in mmey and credit, where money may be 
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deposited for safekeeping. A more elaborate definition 
of banking would be that it is a branch of business 

the principal operations of which are to receive, keep 
and pay, borrow and loan capital in the form of money. 

53. Nowadays very few banks in the world, 
are specialized. Most of them service: Savings deposits 
and current accounts, discount commercial paper, make loains 
with or without collateral security, invest in bonds 
and subscribe to new issues, and deal in securities. 

54. Banks may be classified according to their 
main objectives such as central banks, commercial 
banks, savings banks, etc. 

55. In the past, perhaps because there were 
not toomany firms or individuals in the banking business, 
the functions of banking seemed clear enough in the minds of 
most people. It is only since the creation and growth 
of new types of financial institutions and their 
invasion of the banking field that the question has 
been raised. These institutions, of course, have done 
all they could to add to the confusion by pretending 
that, since they did not call themselves “banks", any 
operation they cared to do could not accordingly be 
classified as banking operation. Knowing very well 
how banks and banking are closely regulated and how 
it would hamper their movements, limit their operations 
and their profits, it has been in their interest to act 
as they did. Sich superficial reasoning does not change 
the facts and there is no doubt whatsoever that these 
institutions are more or less legally carrying on 


banking operations. 
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Controls and their Purpose: 


56. All well organized countries exercise 


close control over banking and properly so. They are 
anxious to avoid a repetition of the failures of the 
past, to prevent the losses and hardships that failures 
may cause to large numbers of people, especially the 
small savers. For many of the latter a loss of this 
kind is disastrous. There is no doubt that, at first, 
this was the main reason for such close regulation. 
Today, because of increased knowledge in the field 

of economics, other reasons, such as better understanding 
of the role played by the banks in the economy of the 
nation, have reinforced that concept. But the first 
reason, i.e. the protection of the savings of the 
individuals, is’ still,as valid as ever. 

57. if the purpose of the restrictions imposed 
on the Savings Banks is to protect the savings of the 
depositing public, then those restrictions should also 
apply to all institutions who receive deposits from the 
public. 

58. Contrariwise, if restrictions are not 
necessary or have ceased to be so, then there is 
discrimination against the Savings Banks. 

59. Some interested people may argue that 
restrictions aim more to protect the word "BANK" than 
the function itself. Still it is doubtful how anyone 
can contend seriously® that the real purpose of any 
legislation is to protect the meaning of words rather 
than the functions represented by these words. 


60. Of course, the Quebec Savings Banks do 
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not object to supervision and contro.. Even if 

there were no laws, prudent bankers would, voluntarily 
and as a matter of course, accumulate reserves, diversify 
their investments and limit to a safe minimum the 

risks they take. 

61. Their objection is to excessive restrictions 
and to discrimination which create unfair advantages 
favouring certain categories of their competitors who 
have invaded the banking field with impunity and to the 
detriment of recognized banking institutions. 

62. Furthermore, some near banks are tax 
exempt and that gives them a tremendous advantage over 
tax paying corporations, but this matter will. be. discussed 
at length later. in this brief. 

The Functions of Savings Banks: 

63. The Quebec Savings banks consider that, 
as such, they have two main ap deniuar ee Tz 

(a) to insure the highest degree of security 

for the monies nibs HA to them; 

(b) to providexcomplete financial service”, 

to the individual and the family. 

64. Savings Banks exist in most countries 
and are generally the object of special attention from 
the State. It is surprising to note that, in Canada, 
there are only two Savings Banks apart from the Post 
Office Savings Bank and the two surviving provincial 
savings institutions... Some reasons are, evident. 

The comparatively large amount of capital required to 
start a savings bank is one. Another reason is the 


facility with which other types of institutions, not 
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Subject to the same strict controls, can be started, 
take larger risks and accordingly realize a higher 
margin of profit. 

Legislation Governing Savings Banks Operations: 

65. The Quebec Savings Banks believe that they 
play a special role in the community. A study of the law 
governing savings banks in other countries shows that, 
generally speaking, the Quebec Savings Banks Act 
compares favourably with most of them, although many 
of the powers granted to our own savings banks could 
advantageously be enlarged. 

66. Should their powers be broadened enough 
to permit them to fulfil their proper role, the Quebec 
Savings Banks would be satisfied and would not seek the 
authorization to make commercial loans. This would 
gable them to better serve their customers and to 
keep their identity as savings banks. 

Reserve Requirements: 

67. The Quebec Savings Banks consider that 
present reserve requirements are more than sufficient. 
In support of this view, may we quote a statement made 
by Mr. James J. Saxon, Comptroller of the Currency 
of the United States, at a hearing before the Senate 
Banking and Currency Committee, when he said: "Reserve 
requirements against savings deposits .......<. are 
economically or monetarily unjustified". 

68. In "The Investment Outlook for 1962" 
issued by Bankers Trust of New York City, the following 
comment appears in the section concerning Mutual Savings 


Banks: "The 15 per cent of total assets still invested -i0)- 
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4n Government securities is a far higher figure than 
4s necessary for liquidity or operating purposes”. 

69. This opinion, which is shared by many 
other students of banking and may be confirmed by a stud 
of the fluctuations in savings “deposits, merits 
consideration. Reserve requirements, as presently 
stipulated in the Quebec Savings Banks Act, should 
therefore be considered more than sufficient. 

Possible Additional Services: 

{Os .npare «Yor vile Pivepeer® anges 
recommended by t he Quebec Savings Banks in the followin 
pages, it would be advantageous that the savings banks 
be allowed to render, to their customers, the additional 
services described in the following paragraphs. 

Savings Bank Life Insurance: 

71. Savings Banks, in many of the United 
States such as the State of KkNew York, are allowed 
t0 sell this form of insurance which is considerably 
less expensive than that offered by insurance companies. 
The amount on the life of any one individual is limited 
to ten thousand dollars. 

Mutual Fund: 

72. The Savings Banks could be authorized 
to establish and sell their own mutual fund over the 
counter. 

Real Estate Investment Trust: 

73. Savings Banks could be authorized to 
establish a real estate investment trust, with sales 
to or participation by depositors who want to place 


funds in mortgage loan investments. This trust ‘could 
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easily be handled by Savings Banks! personnel already 
engaged in mortgage work. 

Fiduciary Service: 

74, Finally, as true service institutions 
for their communities, the Quebec Savings “Banks need 
the authority to handle trust accounts for their 
depositors. 


PROPOSED AMENDMENTS TO THE QUEBEC 
SAVINGS BANKS ACT 


section 12 - Qualification: of Directors: 

(5. The market value of bank shares having 
risen sharply in recent years, it would be financially 
impossible, under the present statutory requirements, 
for many candidates otherwise qualified to be elected 
to the Board of Directors. 

76. Under the present requirements of the Act, 
tO be eligible as a director, a person must hold stock 
On which not less than five thousand dollars have been 
paid up. At present market value of 150 for The Montreal 
City and District Savings Bank stock and 66 for The Quebe 
Savings Bank, this représents $75,000 and $33,000 
respectively. 

({. Consequently, the Quebec Savings Banks 
recommend that the present minimum requirement of 500 
Shares be reduced to 100 shares. 

Section 24 - Authorized Capital Stock: 

78, It seems advisable that authority be given 
to the Quebec Savings Banks to split their shares in 
order to make them more accessible to small investors 


and also to insure a wider distribution of the Stock, 
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79. Owing to the present high price of the shares 
of The Montreal City and District Savings Bank a split 
into.a much larger ‘number of shares, a ten for one split 
for example, would have to le considered. Such a split, 
however, would reduce the par value of the shares to 
such a. level.as to diminish. their prestige... .To 
avoid such a situation the Quebec Savings Banks recommend 
that. no par value shares be substituted to the present 
$10 par value. 

Section 26 - (c Price Limitation on New 
Shares: 

80, The discrepancy between the maximum 
price at which new share capital may be issued and the 
present market value of the shares is such as to render 
the issue of new capital very sonerous and so deprive 
the Quebec Savings Banks of capital they might need 
for their expansion, 

81. They feel that new shares should be sold 
at a price more in line with real value and prevailing 
market conditions at time of issue. 

82. At present indicated dividend rate, 
cost of new money would be over 5 per cent, whereas the 
yield. is about. 2 per cent. on the present market value 
of the stock of. both institutions. 

83. Consequently the Savings Banks recommend 
that paragraph (c) of Section 26 be repealed and the 
following substituted therefor: 

"The price at which new shares may be issued 

shall be fixed by the Directors of the 


Bank", 
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Section 59 - Bonds of Public Utility Companies: 

Co Since bonds or larce public utilities 
are considered gilt-edged investments and because of the 
increasing possibility that the savings banks might 
invest more heavily in short term commercial and 
finance company paper, covered by this section, they 
believe that the limitation to 15 per cent of deposit 
liabilities may prove too restrictive with time. 

85. Consequently, they recommend that 
Section 58 also include securities of Public Utility 
companies but with the same limitations on their purchase 
as presently imposed by Section 59, under (a) (i) (11) 
(fEr) sand that’the Limitation’ to"15"pér: cent of Geposit 
liabilities imposed by Section 59 be set at 20 per cent. 

Section 63 (g) - Loans and Advances without 
Security: 
= 86. There is an increasing demand for loans 
by Religious Corporations, Syndics or Fabriques de 
Paroisse. Also because of their continued expansion 
in new districts, Savings Banks expect to be called 
upon to make important advances to Municipalities and 
School Boards pending the collection of taxes or 
completion of new bond financing. 

87. Savings Banks have a large demand for 
personal loans from their customers who find it more 
advantageous, because of lower interest rates, to get 
such loans from the banks they are dealing with. 

In our rapidly moving economy, many important changes 
may take place during the next ten years. Because 


of possible creeping inflation and other reasons, the 
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limitation of $5,000 for any one personal loan might 
be too restrictive as well as the statutory limitation 
to 5 per cent of deposit liabilities for reasons men- 
tioned above. 

88. Consequently, the Quebec Savings Banks 
recommend that the present limitation to $5,000 for any 
one personal loan be increased to $10,000, and that 
the statutory limitation to 5 per cent of deposit 
liabilities imposed by section 63 be increased to 
10 per cent of deposit liabilities, 

Section 64 - Mortgage Loans: 

Owing to the expected steady increase in 
population, employment and output, the demand for home 
financing services in Canada will be substantial in the 
coming decade. 

90. According to Ton Stewart Bates, 
President of Central Mortgage and Housing Corporation, 
the yearly housing needs for the first half of the 
decade will. be for 125,000 to 130,000 new housing 
units rising to about 150,000 each year for the 
second half. Naturally if immigration were to be 
Stepped up from the present’ dribble; the whole picture 
would change. 

91. The Metropolitan area of Montreal, 
where The Montreal City and District Savings Bank 
has limited most of its operations up to now, had a 
total acreage of 425,000. Of this total, about 
100,000 acres are developed and serviced. A large 
portion of the remaining acreage will no doubt be 


built in the next decade. 
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92. Mortgage funds will also be needed 
to finance the purchase of existing houses and to enable 
families to use some of their equity in their homes 
for spending or investment. 
93. In view of these forecasts, The Montreal 
City and District Savings Bank expects a strong demand 
for mortgage loans from its growing clientele. The 
Quebec Savings Bank also expects an increased demand 
in the Quebec area. 
Q4,. For these reasons the Quebec Savings 
Banks would like to have enlarged powers in the 
conventional mortgage field and see restrictions 
imposed by Section 64 of the Act altered or removed. 
Consequently, they recommend the following: 
(a) That the 40 per cent limit to deposit 
liabilities: of loans made under this Section be 
increased to 60 per cent, excluding loans 
made under the National Housing Act. 
(b) That the statutory limitation for each 
loan, to the lesser of $100,000 or 60 per cent 
of the Bank's evaluation of the property, 
be increased to the lesser of 5 per cent 
of the paid-up capital and Rest Account 
of the Bank or 66-2/3 per. cent of the Bank's 
evaluation of existing property, and 75 
per cent of the Bank's evaluation of new property. 
(c) The removal of the requirement of the Act 
that 50 per cent of the floor area of the 
building on which a conventional mortgage 


loan is considered be used for residential 
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purposes. 

95. The Quebec Savings Banks also recommend 
that they be authorized to make other than first 
conventional mortgage loans. These new powers to be 
covered by a new section with the following statutory 
limitations: that the amount of each loan does not 
exceed the less of 4 ofrlcper cent of the paid-up 
capital and Rest Account of the Bank or the difference 
Still owing on existing mortgages and 80 per cent of the 
Bank's evaluation of the property. 

96. That the aggregate of all outstanding 
amounts loaned in excess of the maximum allowed 
percentage of the Bank's evaluation of the property 
for conventional first mortgage loans does not exceed 
5 per cent of the Bank's deposit liabilities. 

Policy in Regard to Opening of New Branches: 

97.” -A survey ofthe density of population 
within a half mile radius of the intended location is 
first made. The scale of revenue of the inhabitants 
is less important than the spirit of thrift in assessing 
the growth potential of the future branch. Consideration 
is also given to the number of banking establishments 
im the “area, ’ the’ commercial district,°main circulation 
arteries, centers of attraction and pedestrian 
errewlat form, 

98. ‘he time required to reach a profitable 
stage in operations varies considerably and no precise 
answer can be given: there are too many factors to be 
considered such as the cost of the building, the rate 


of growth and many other factors which cannot be 
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evaluated in advance, like changes in economic 
conditions which may affect employment, etc. 

99. Before establishing a new branch, decision 
is thus based on our experience in weighing above 
factors as accurately as possible. No rigid rule 
can be counted upon. 

Statutory Limitation of Branch Location: 

100. Should there be no statutory limitation 
for branch location, the Quebec Savings Banks, 
individually, might become much larger. Territorial 
limitation, however, has its advantages but it should 
also be applied to some other categories of financial 
organizations seeking savings deposits. | 

101. A certain density of population is 
necessary for a savings bank branch to operate 
profitably within a reasonable period of time. Too 
intense competition may result in unprofitableness 
for all institutions concerned. 

Internal Organization of the Quebec Savings 
Banks 3 

102, According to articles 20 and 21 ‘of the 
Quebec Savings Banks Act, each Savings Bank is under 
the management of a Board of Directors who make by-laws 
with respect to any matter concerning the policies of 
the Bank and the administration of its affairs. These 
men are chosen for their vast experience in their field 
of endeavour. They are responsible to the shareholders. 
They may appoint as many officers and employees as they 
consider necessary for carrying on the business of the 


Bank. The board meetings of The Montreal City and 
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1 District Savings Bank are held weekly and those of 

2 The Quebec Savings Bank twice a month. The permanent 

3 staff of the bank consists of the executive officers, 

4 heads of departments, branch managers and clerical 

5 workers. 

6 Executive Officers of The Montreal City and 

7 District Savings Bank: 

8 103. The executive officers of this Bank 

9 are the General Manager, the Assistant General Manager, 
10 the Chief Accountant, the Executive Secretary and 

11 Manager of New Business Department, the Chief Inspector 
12 and the Comptroller. 

13 104. The General Manager,supervises all aspects 
14 of the activities of the Bank having in mind the best 

15 interest of all concerned: customers, shareholders and 
16 employees. Personally or through his deputy, he 

17 coordinates and supervises the work of the various 

18 departments. Through daily conferences with the President, 
19 on the policies of the Bank and on the most important 

20 business currently handled, he acts as liaison between 
71 the Board of Directors and the staff. He is responsibl 
22 for the implementation of the policies of the Bank. 

23 105. The Assistant General Manager, supervises 


24 the investments of the Bank and oversees all its 


25 monetary transactions. He has under his jurisdiction 
26 the Mortgage Loans Department, Personal Loans 

27 Department, and Loans against Collateral Department. 
28 Furthermore, he assists the General Manager in the 


29 latter's duties as defined in the preceding paragraph. 


30 106. The Chief Accountant, supervises the 
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General Accounting, Loans against Collateral and Safe- 
keeping Departments. He is responsible for all operatin 
reports and statements submitted to the Management 
or to the Board of Directors, and for the preparation 
and expediting of statutory reports to the governments. 
107. The Executive Secretary and Manager 
of the New Business Department 
(a) As Executive Secretary he supervises 
the agenda, drafts the minutes and acts as 
secretary at all meetings of the Board of 
Directors. He coordinates the activities 
relative to the annual meeting of the Bank 
and is responsible for all publications in the 
newspapers pertaining to dividends, annual 
meeting notices and other publications required 
by law. He supervises the legal and other 
aspects of real estate transactions made by 
the Bank. 
(b) As Manager of the New Business Department 
he plans and organizes all new business promotijons 
through employee participation to various 
programs or through personal contacts with 
individuals or groups in the social, educationall, 
artistic and sport field. He is also in close 
relation with the Advertising Department. 
108. Phe Chief Inspector conducts internal 
audits and inspections at Head Office and 
branches. The present incumbent of that 
position, acting as delegate of the General 


Manager, coordinates the operations of various 
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departments: Personnel, Buildings, Routine and 


Organization, Security and other operating departments 
of lesser importance. He is also.in charge of the Legal 
Department which looks after settlement of estates, powens 
of attorney, claims, frauds, adjustments, etc. 

109. The Comptroller supervises all trans- 
actions in the Accounting, Mortgage Loans, Personal 
Loans and Foreign Exchange Departments. He controls 
all operating expenditures and revenues. 


Internal Control Inspection and Safeguards: 


110... In.order.to,guard.against error.and 
dishonest or questionable practices, a yearly audit 
is made of each branch by the Inspector of his staff, 
Moreover, they verify tellers' balances at least every 
three months, independently of branch managers! special 
inspections, and at least once a year balance all 
ledgers in the Bank. All loans at Head Office and 
Branches are examined by the Inspector's staff. The 
securities against loans are counted and verified 
and the rate at which these are held is also checked. 
Securities held in safekeeping at Head Office and 
branches are periodically counted and verified with 
the individual accounts. 

lll. Furthermore, a continuous checking 
is made in all sectors of the Bank's operations. 
-Experience concerning fraud and dishonesty compares 
very favourable with other institutions. To increase 
the efficiency of the personnel and safeguard against 
possible losses due to incompetence, all employees, 


from ledgerkeepers to accountants, have to attend 
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training courses detailed later in this brief. 

Budget and Reports to the Board of Directors: 

112. An annual budget is prepared by a specia 
committee and submitted to the Board of Directors for 
discussion and adoption. Monthly reports of expenses, 
quarterly comparative reports on earnings and expenses, 
in regard to the adopted annual budget, are also 
submitted to the Board of Directors. A projection 
of the probable earnings and expenses for the coming 
five years is prepared by the Budget Committee and 
submitted to the Board for disdussion and determination 
of policies. 

Executive Officers of The Quebec Savings Bank: 

113. The executive officers of this ee 
are the General Manager, the Chief Inspector and the 
Secretary and Chief Accountant. 

114. The General Manager, supervises all 
aspects of the activities of the Bank having in mind 
the best interest of all concerned. He also supervises 
the investments of the Bank and oversees all its 
monetary transactions. He has under his jurisdiction 
the mortgage loans department. He acts as liaison 
between the Board of Directors and the staff. iiecls: 
responsible for the implementation of the policies 
of the Bank. 

115. The Chief Inspector, supervises the 
personal loans department and loans against collateral 
department. All applications for loans over $1,000 
are submitted to the General Manager and to the 


Board of Directors for final approval. He assists the 
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General Manager in the latter's duties. He conducts 
internal audits and inspections at the Head Office 

and branches. He coordinates the operations of the 
various departments, personnel, buildings, routine 

and organization, security and other operating depart- 
ments of lesser importance, 

116. The Chief Accountant, supervises the 
general accounting, loans against collateral and safe- 
keeping departments. He is responsible for all 
operating reports and statements submitted to the 
Management or to the Board of Directors, and for the 
preparation and expediting of statutory reports to the 
governments. He is in charge of the Stock Transfer 
Book for the Capital Stock of the Bank and acts 
as Secretary at all meetings of the Board of Directors. 

Shareholders! Audit: 

117.. Two auditors, having exercised their 
profession as chartered accountants for at least six 
years, are appointed by the Shareholders at the 
annual meeting. They make an examination of the Head 
Office cash and the securities and loans of the Bank 
and the securities held for customers and as guarantee 
against loans at Head Office. They review a certain 
number of internal inspection reports to satisfy 
themselves that the procedure is adequate and the 
inspection methods are satisfactory. They have access 
to all the books of the Bank, the records, the branch 
returns, and are entitled to receive from the officers 
of the Bank all the information they may require. They 


submit to the Directors, .at-.end of fiscal year, a cer- 
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1 tificate to the effect that the Statement of Assets 
2 and Liabilities presents fairly the financial position 


3 of the Bank. 


4 Government Inspection: 
5 118. The Inspector General of Banks, 


6 appointed by the Governor in Council, makes a yearly 

7 examination of the affairs of the Bank in order to 

8 ascertain that the provisions of the Quebec Savings 

9 Banks Act are observed and that the Bank is in a 

10 sound financial condition. He also reviews the periodic 
11 reports submitted by the Bank to the Minister of 


12 Finance and the Bank of Canada. 
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SECTION - II - ASSET MANAGEMENT 

Policies and Practices Relative to Cash and 
Liquid Reserves: 

L19.- The Quebec Savings Banks feel that it 
is good banking practice to keep a cash reserve of 
approximately 10 per cent of their deposit liabilities 
in order to meet possible withdrawals by customers. 

120. The excess of the 5 per cent minimum 
required by law is kept either in deposit in banks, 
Treasury Bills or Day-to-Day money. Holdings of 
Government of Canada and provincial bonds exceed 
by far the 15 per cent of deposit liabilities required 
by subsection 2 of section 55 of the Act. 

l2l. The Cash maintained in Bank of Canada is 
essentially to meet Clearing commitments. The Quebec 
Savings Banks also have in safekeeping with the Bank 
of Canada large amounts of Government of Canada bonds 
pledged as collateral for possible advances, to replenish 
a temporarily reduced cash reserve and to guarantee 
requisitions for currency. They have very seldom 
availed themselves of these loan Phot bHERY 

lee. For many years, the Quebec Savings 
Banks have kept on deposit with the chartered banks 
a good portion of their cash reserve and their business 
relations with them are cordial. 

123. The’ factors’ which’ favourable’ influence 
the availability of reserves are: 

(a) an increase in deposits by the publ; 

(b) repayments on Day-to-Day, Mortgage, 


Personal and other loans; 
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(c) proceeds from matured bonds from the 

Bank's portfolio; 

(a) the cashing of couponssfrom bona 

investments. 

124, Conversely, important withdrawals 
by depositors adversely affect these reserves. 

125. Since their inception, the Quebec 
Savings Banks have always endeavoured to develop 
thrift among the working classes. They have few large 
savings accounts and, generally speaking; deposits do no 
fluctuate in any disturbing manner. 

126. Any excess of their normal reserve 
is invested. Any deficiency is replenished by calling 
back Day-to-Day money or selling short term securities. 

127. Changes that might be contemplated 
in law or practice in regard to cash and liquidity 
requirements, with the purpose of tightening control 
over money and credit, would serve no useful purpose 
if applied to the Quebec Savings Banks. It would not, 
in their opinion, appreciably increase the effectiveness 
of monetary policy as they are not an influencing 
factor in the money market. 

128. Since they are not allowed to discount 
commercial paper, they feel that any change of that 
nature should be restricted to commercial banks and 
other financial institutions whose operations strongly 
influence the volume of money and credit. 

129. Finally, the Quebec Savings Banks have 
always maintained cash and liquid reserves much in 


excess of statutory requirements. 
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1 Investment Policies: 
2 130. When deciding on investment policies, 


3 the Quebec Savings Banks have always in mind their 

4 responsibility as custodians of the public's savings. 
s Their investment policy is determined accordingly, with 
6 security as the first objective. Decision on policies 
7 is determined by the Board of Directors after 

8 consultation with Management. 

9 131. After putting aside the cash believed 
10 necessary to meet possible withdrawals, surplus funds 
11 are invested in bonds, preferred stocks, mortgage 

12 and personal loans, and loans against collateral securit 
13 132. Until 1948, investments were mostly 

14 in bonds. That year, in response to a growing demand 
15 from their clientele, the Savings Banks asked for and 
16 were granted the authorization to make loans on first 
17 mortgages and personal loans. The results have been 
18 most satisfactory to both the public and the 

19 institutions. The demand has continued to increase, 
20 but the bankshhad@ibuilthsuchrtange bond portfolios 

21 that, at the present time, the percentage of bonds 

22 held to deposit liabilities still exceeds by far 

23 the minimum legal requirements. 

24 Classes of Assets and their Proportion to 

25 Total Assets: 

26 133. Schedules IV and IV-A show the classes 
27 of assets and their proportion to total assets as at 
28 December 31, 1961. 

29 Scope of Lending Powers: 


30 134. Although lending powers in mortgages 
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and personal loans have been enlarged since first 
granted in 1948, developments in recent years have 
rendered them too restrictive. 

135. The Quebec Savings Banks wish to keep 
their identity as Savings Banks and are not interested 
in making loans to industry and commerce. They are 
quite happy with their present role of providing full 
banking services to the individual and the family. 

Mortgage Loans: 

(136. Mortgages are nearly as liquid as bonds. 
Monthly, quarterly and semi-annual instalments, as well 
as the relatively short term of the loans, produce a 
large and constant inflow of money. 

137. Capital repayments on loans made under 
the National Housing Act are very low in the early 
years of the loan, — 

138. The banks believe that a secondary 
market for mortgages will gradually develop in Canada. 
With a governmental program to stabilize the economy, 
there is little likelihood that mortgage lenders, 
even ina major recession, would ever suffer the “par 
shrinkages in assets they faced in the early thirties. 

139. The Quebec Savings Banks feel justified 
in asking for amendments to Section 64 of the Act. 
fheirerecord*shows that ‘throughout their existence 
they have always invested wisely the m nies entrusted in 
their care and they will continue to do so. 

140. . But in a world of ierce and sometimes 
not too fair competition, they would like to obtain 


at least the same lending powers, in the mortgage field, 
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as their competitors who are going after the public's 
savings for mortgage investments. 

Personal Loans: 

141. Personal loans are requested in ever 
larger numbers and amounts. The Quebec Savings 
Banks find Section 63 of the Act covering them too 
restrictive. 

142, There are a number of indications 
that consumer borrowing does fit into the concept 
of a savings institution; for with the rising sense 
of economic security among the nation's consumers, 
there has been a growing tendency to borrow for large 
consumer epxenditures rather than to save for them. 
Thus the savings process has become the repayment 
of the loan after the purchase has been made instead 
OP? the building up of the account prior to the purchase 
of the "big ticket” item: 

143. The substitutton of personal loans 
for prior accumulation of savings as a means of financing 
big consumer items has wt been the only way in which 
consumer borrowing has replaced voluntary savings in the 
public's attitudes. In addition, while savings accounts 
formerly served as the source of funds emergencies such 
as sickness, now the growth of insurance against 
emergencies and ready availability of consumer credit 
have enabled a vast number of families to give up 
this motive for saving and to rely on personal loans 
in time of need. 

Investments in Securities: 


144, The Qebec Savings Banks' investments 


“Vt 


.. ee = ay ) i ad ay 
Bi aoe (pe an “4 in : an & 
a fO0LA . - oe ea 


= “a 
0. a 


3. a! ob idua Tan] sod , f a a ‘Milaieanandogers & sort 08 ol 
i  pestondeovat egegdtom to? ‘ear tv 
a ‘ pansol (snoeteT 

a ‘ Tovey mt bedeouper ons ansol fesoarst fH 

meg Hh agiive® cedeu® eoT .atnwonms bois aredmun tognel 
| ood madd gntreavoo ton eit to &0 nobtos® batt rninsd 
3] a | 5s yembdotatess 
+7 iy : 

an anotdsofpbat to tedmua s ers stort nittho® cantsia 
Sqeonoo ent otmi git esob gatwowrod temvenoo tend 


|. 9 98fee gnteti odd Adiw tol gnoidudident egatvea s to 
ae .etemuarioo atnottan old anoma yituvose olmonoos;to 


| egtel sot worrod o¢ yonshned gatworg 8 moed eeroterdd 


AL 8 Oya 

1 ON -monit tol svse ot asdd teddst eeindlonexqe, tomuenoo 
es)  dremysast odd emoosd esd aagoorg eaagnivse edd audT 
Mgt 


besdant shem nesd asd sasdowug odd redIs msol ont to 
hall | 

ea eestotiug odd o¢ toixrq dnvooos end To quounbbiitud> endto 
ee | moot “texotd std" odd to 


ensol [snoaxeq to nébdudttedwe oAT  .E4L 


jentonsmtt to enrsem. 5s es eantves to noltvelumuoos tolrq 101 


doiniw at vew vino edd ased Jor esd emodt tomuenoos. gid 


Lond nit eoanitvee yxsdeutoy booslqet esd antworrod. temuvenoo 
ss goanivee oftdw .notdibbs ol » .asbudidse abotiduq 
nove aetonopremnse ebaul 0 somos oft 8s Kina: sac becsearda 
Janteass sonBpivent to ddworg edd wom .eaenitofe es 
tibero temanon to yitlideiteve ybsex, bas esionegisms 
qu evis ot getitmst io redmun gesv s boldsne even 
ansol fence ayeq ao yiex ot. bas antvse tot sevidgom eidd 
.bsen to omit at 

:asisciuyose al etnomdeoval - 


i 
- 
. 
a 
L- ees 
% 


_adtmomteevat ‘alos aanived ssde® sAT). atid? teas 


io ; ’ . 7 ~s z 
7 ara te 


Nethercut & Young 
Ferente, Ontaric A1662 


in securities have been mostly in “G6vertinent Provincial 
and Municipal bonds. They also hold invtheir portfolios, 
in lesser amounts, corporate bonds and bonds of Religiou 
Corporations, Syndics and Fabriques de Paroisse. 

145. Bond maturities appear in Schedules 
V and V-A. 

146. Most bonds mature within ten years 
and maturities are so distributed that the banks 
have funds available each month to face possible large 
withdrawals of deposits or to meet new demands for loans. 
Any surplus of funds is reinvested in bonds. 

147. When market conditions warrant, 
trading may be made before maturity. 


POLICIES AND PRACTICES WITH RESPECT 
TO MORTGAGES AND LOANS 


Conventional Mortgages: 

148. Conventional mortgages are usually 
made for terms of five to twenty years repayable 
either by semi-annual instalments of 24+ per cent 
On capital, plus inbereeccor by monthly a netincare 
comprising capital and interest, and amortized over a 
period not exceeding twenty years. 

149. For five year loans, if instalments, 
interest, taxes and insurance premiums are not in 
arrears and the property is in good condition, the 
loan is renewed for another five years at the then 
prevailing rate of interest. The same procedure is 
repeated, at the end of each succeeding five year 
period, wuatil the Loan is fully paid. 

150. Applications are screened by the 


Mortgage Department and submitted to a committee. 
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151. Applications accepted by the 
Committee are submitted, for oe ee tO, the: Board 
of Directors at their regular meetings. 

Policies and Practices with. respect. to 
Mortgage Loans made under the "National Housing Act" 
152., As the title indicates, this 
category of mortgage loans is controlled by Government 
regulations. 

153. They are amortized over periods from 
20 to 35 years and are payable by monthly instalments 
comprising capital, interest and taxes. 

154. They are insured and usually made 
to relatively young people who bring a small equity 
in the purchase of their home. 

Policies and Practices, in regards to Loans 
Against Collateral Security 

155. These loans are made to persons, 
stock brokers, and investment dealers. Although they 
are callable on demand, in practice this is very 
seldom done. No fixed repayments are requested and 
the margin required is the same as with other banks. 

156. Day-to-Day loans are also made to 
investment dealers, on a four hour call... These loans 
are secured by Treasury Bills and Government of 
Canada Bonds maturing within three years. 

157. The Chief Accountant and his assistant 
are authorized to approve loans up to $25,000. Loans 
exceeding that amount must be approved by the General 
Manager or his assistant. 


158. All-loans of $5,000 and over must. be 
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Confirmed by the Board of Directors. 

Policies and Practices concerning Personal 
Loans 

159. These loans are made for period of up 
to three years, covered by Life Insurance, and are 
repayable by equal monthly instalments. In some 
cases one or two endorsers are required. The Manager 
of the Personal Loans Department is authorized to 
approve loans up to $2,000. Loans exceeding that amount 
must be approved by the Comptroller. 

160. Personal Loans are also confirmed 
by the Board of Directors. 

161. Applications for these loans come 
mostly from branches where the applicant usually 
has. an account and is well known ly the manager who 
recommends the. loan. They are all processed at 
Head Office and kept there under the supervision of the 
Manager of the Personal Loans Department. Losses— 
are very small. At the end of 1961, personal loans 
stood at $3,500,000 for The Montreal City and District 
Savings Bank and at $1,000,000 for The Quebec Savings 
Bank. 

Policies and Practices concerning Loans to 
Religious Corporations, Syndics and Fabriques de Paroisse 

162. Operating in a cosmopolitan district, 
The Montreal City and District Savings Bank is often 
called upon to make loans to Religious Corporations 
of all creeds and nationalities. 

163. As additional protection for such loans 


it takes a first mortgage on property and often requires 
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pledges from members of the congregation. These 
loans are usually made for a maximum term of ten years. 

164. Loans to Syndics are covered by a 
levy, known as repartition, on the properties owned by 
declared Roman Catholics and situated within the limits 
of the parish which makés the levy. 

165. Before applying for loans, Fabriques 
de Paroisse have to comply with strict regulations 
from their Archbishop and all necessary precautions 
are taken to make sure that the parish will be able 
to meet its obligations. 

Credit Shortage 

166. When credit is in short supply, reasons 
given to secure loans are scrutinized more closely. 
The best risks are given priority to whatever credit 
may be available. Loan requests for speculation 
purposes are rejected. Under such circumstances, 
the Savings Banks make it a rule to satisfy as many 
borrowers as they can in preference to making only 
a few large loans. 

Lending Rates 

167. The Quebec Savings Banks' lending 
rates have generally been kept in line with those 
of commercial banks. The Savings Banks, being 
comparatively small institutions, understand the 
futility of trying to initiate changes in lending 
rates which not only could serve no useful purpose 
but might create some problems. These reasons do not 
apply in the conventional mortgage field where the 


commercial banks do not operate and where no statutory 
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rate limit exists. Also, changes in general credit 
conditions have not been accompanied so far by any 
noticeable difference in the demand for funds. With 
the 6 per cent ceiling on lending rates, the spread 
between high and low in rates has been quite narrow. 
The rate has thus never been an important factor. 
168. With the constantly rising costs in 
banking operations, the 6 per cent ceiling on lending 
rates appears too low and should, in our opinion, be 


revised upward. 
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SECTION - III - LIABILITIES 


Classes of Liabilities 

169. Liabilities of the Quebec Savings 
Banks, except Capital, Rest Account and Undivided 
Profits Account, are as follows: 

(a) Deposits by the Government of Canada. 

(ob) Deposits by Canadian provincial government 

(c) Deposits by the public. 

(ad) Poor Fund or Charity Trust Fund. 

Deposits by the Government of Canada: 

170. Deposits by the Government of Canada 
represent purchases of Canada Savings Bonds by the 
banks! clients and the public, and allotments ia ee 
Quebec Savings Banks of new Government of Canada issues. 
By agreement with the Minister of Finance, those 
amounts are deposited with the Quebec Savings Banks 
and gradually withdrawn by the Government. 

Deposits by Provincial Governments: 

171. The Montreal City and District Savings 
Bank has no deposit of this category. The Quebec 
Savings Bank receives deposits from the Government 
of the Province of Quebec. 

Deposits by. the Public: 

172. Deposits by the public are divided 
in four categories: 

(a) Savings Accounts 

(bo) Personal Chequing Accounts 

(c) Christmas and Holiday Savings Accounts 


(ad) Certificates of Deposit. 
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Savings Accounts: 

173. ‘Savings Accounts bear interest’ at 
2-3/4 per cent per annum. Interest is calculated 
on the aati quarterly balance on deposit and credited 
at the end of each quarter by The Montreal City and 
District Savings Bank and semi-annually by The Quebec 
Savings Bank. 

174. The Quebec Savings Banks reserve the 
right to require a notice from their clients before 
withdrawals may be authorized. In practice, however, 
deposits are paid on demand. 

175. Included in this category are School 
Savings Accounts. They bear the same rate of interest 
and have the same withdrawal privileges. 

Personal Chequing Accounts: 

176. Personal chequing accounts are used 
for small current transactions such as the payment of 
bills and the balance maintained is usually small. 

No interest is paid on these accounts. 

Christmas and Holiday Savings Accounts: 

177. ‘Christmas and Holiday Savings Accounts 
favour methodical savings for a definite purpose. 

The depositor binds himself to deposit regularly a 
certain amount during a fixed term, at the end of 
which the Bank remits the accumulated funds plus 
interest calculated at 2-3/4 per cent per annum. As 
a rule no withdrawals are allowed until the term has 
expired. 

Certificates of Deposits: 


178. Certificates of Deposits are issued 
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for fixed amounts which depositors agree to leave 

on; deposit for a period of not less than 90 days. 

The advantage of this kind of deposit is that interest 
is calculated from the date of issue of the certificate 
to the date of reimbursement. 

Poor Funds: 

179. As mentioned earlier in this brief, 
the two Quebec Savings Banks were, at first and until 
1871, mutual and philanthropic institutions. Reserves 
for depreciation and possible losses had been created 
from accumulated profits. But at the time of 
incorporation, remaining surpluses stood at $180,000. 
for The Montreal City and District Savings Bank, and 
at $83,000 for The Quebec Savings Bank. ‘A8 these 
monies belonged to nobody in particular, they were 
placed in a special fund called "The Poor Fund". 

180. The revenue from these funds is 
distributed at the end of each year to various 
charitable organizations. 

Rate of Withdrawal of Deposits: 

181. Schedules VI and VI-A give the rate 
of withdrawals of deposits. 

Interest on Deposits: 

182. As a rule, it has been the Savings Banks' 
policy to grant depositors the same rate of interest 
as that paid by the commercial banks. The Quebec 
Savings Banks are not: interested in the short term 
money that moves from institution to institution, or 
to the open market and back, in search of an extra say 
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type" funds which can help build deposits without sharp 
fund shiftsi, 

183. In periods of credit expansion, when 
a stimulus is given to the economy, deposits rise more 
rapidly. But changes in savings banks! rates having 
been moderate, have not, in the past, brought important 
deposit shifts. Furthermore, many people keep money 
in the bank for conventence and for the services the 
bank can give. A moderate rate of return differential 
is not important to the customer if he gets the accommo- 
dation he needs. 

184. The United States experience is a case 
in point. In December 1961, the U.S. Federal Reserve 
Board allowed commercial banks to raise their rates 
from a flat 3 per cent on allisavings accounts to 4 
per cent on deposits held a year or more, and to 33 
per cent on savings left on deposit for shorter terms. 

185. The commercial banks moved quickly 
to raise their rates and the thrift institutions 
retaliated. 

186. All the above institutions are now 
finding that the rate increase is costing them a lot 
of money without bringing any great influx of new 
Savings. Many admit they wish the rate war had never 
started. Some banks have even begun to lower their 
rates. 

Deposit Insurance: 

187. The Quebec Savings Banks do not believe 
in the necessity of establishing Deposit Insurance, 


the reason being the great liquidity they maintain 
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and the high quality of their assets. 

188. The establishment of this kind of 
insurance might raise some doubt on the s ecurity of 
the deposits entrusted in their care and lower the 


public's confidence, 
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SECTION - IV - RELATIONS WITH. OTHER FINANCIAL 
INSTITUTIONS 


Debt of Financial Institutions held by the 


Quebec Savings Banks: 


189, The proportion of such bonds to total 
bond investments held by the Quebec Savings Banks 
is practically nil. The Savings Banks do very little 
business in short term financial Se fespaty They prefer 
to finance directly the need: of the public than to lend 
their money to competitors who would use it to fill the 
Same credit functions. 

Competition between the Quebec Savings Banks: 

190. There is no competition between the two 
Savings Banks, each limiting its operations to the 
territory assigned to it by Section 8 of the Act. 

services offered by the Quebec Savings Banks: 

191. The Quebec Savings Banks offer a large 
number of services to their customers and their aim is to 
provide a still more complete financial service for the 
individual and the family. 

The list that follows is simply an enumeration 
of existing services, many of which have been more fully 
detailed and commented upon elsewhere in this brief 
and others are self-explanatory. 

(a) Accounts: 


savings Accounts - School Savings Accounts] - 


Current Accounts - Personal Chequing Accounts - 


Joint Accounts - Trust Accounts - Christma 
Club Accounts - Holiday Savings Accounts. 


(b) Certificates of Deposits 
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3, 

(c) Loans: Mortgage Loans - Personal Loans, 
Loans against Collateral - Call Loans - 
Day-to-Day Loans - Loans to Religious 
Corporations, Syndics and Fabriques 
de Paroisse and Sanatoria. 

(d) Sundry Services: 

Deposits by Mail - Night Depositors - 
Drive- Service and Walk-up windows - 
Safety Boxes - Investment Service - 
Safekeeping - Travelers! Cheques - 
Foreign Exchange -- Letters ‘of Credit - 
Foreign Remittances - Drafts on all 
countries. 

Collection of Sundry Bills: 

Municipal Taxes, Parking Tickets, 
Public Utilities, Insurance and Oil 
Companies, Central Mortgage and Housing 
Corporation. 

(e) Home Savings Banks: The Montreal City 
and District Savings Bank started issuing 
these home banks a great many years ago. 
They are sold across the counter at one 
dollar each though the actual cost to 
the bank is about $2.75. Although they 
have not’ been advertised for some time, 
the demand has been maintained throughout 
the years and people like to give them 
to their children to encourage and develop 
thrifty habits. Even grown-ups use them 


to build up certain reserves for purposes 
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of their own. The home banks must be 
presented at the bank's counter for 

Rita opening. ‘he $1. deposit required at 
time of sale is reimbursed to the buyer 
when he brings back the bank because 
he does not need it any more. The 
number of banks in circulation increases 
by about 4,500 each year and the total 
has now reached the remarkable figure of 
230,600 banks. The Quebec Savings 
Bank also issues savings banks under 
Similar conditions and has over 15,600 
banks in circulation. 

Competition between the Quebec Savings Banks 
and other Financial Institutions: 

192. (a) Commercial Banks - Although these 
institutions have branches everywhere, their compeL it ton 
remains fair. Commercial banks started to show increas- 
ing interest in savings accounts about the year 1934, 
when the Bank of Canada was established. 

193. Excessive branching by commercial banks 
raises serious doubt as to the profitability and 
justification of such intense competition, but this 
affects the Quebec Savings Banks only to a limited exten 

194. If we compare commercial banks with 
Savings banks, we find that the difference is more in 
the extent of the powers and privileges given to the 
One or the other than in their methods as they apply 
to operations common to both. 


195. The main difference being that the 


AYOLA ae am 
ed taum axed smomd od? ; rideoslekanaili to 
tot rednuoo aliinsd edd 38 bodmeserd 
ts bertupes dtaoqeb .f2 om. »anineqo ail 
toyud odd od bearudmier at ofse ‘to emid 
seuysood Aansd ond plosd eaniad sd nocw 
edT .e%om yas dt been don-aso0b on 
esasetont mokisivorto nt conan io  tedmun 
Ladtod atid has ysev doses 00d, suods: yd 
to otuetl eldentsmet ond bendosst won asd 
agaivee sedeuP edT .anaad 000,0&9 
yebay annsd agntvee eeveaet oals Hasd 
O03, aL tevo asd bas anotdipnos aslimte 
motisivortto mf. anced 
ennsd agnivsé ocsdev— odd seewied notstgeqmod 
:adoijugigeanl Istornsatd tendo .bns 


ere Se ene Net Re Cap RR ERE ME EEE I ee NN A NEES RARE NEE RR OOD RN I ne At et Tae eames meme ane at 


sacnt AguoddlA - eaxasd I[stotrommod (8) .Sel 


|) nHoddivegqmoo atedd ,~sredwyisve asdonsid,svert anottusitant 


-asstont wodea ot bestdiste adtasd [storemmcD .tist antsmoert 
Heer Ts88y ond Juods eatavooos agnivea ani teototini ant 
posabidsaes esw sheaso. ‘io xnsa&@ ent nonw 
enasd L[sgtotemmoo yd anidonsid sviaasaxd. .f&el 
bas Yiilidsittorg old oF as Gduob avotisae asetist 
Sidd gud ,moictisqmos.senetai dove to nottsottitaut, 
noixe podimes ps ov yIino annsd aanived osdseyd sd atostis 
Aavjiw anrsd [setoremnos, sisqmoo sw II Hel 
nf .stom ef someretttb ed gsadd batt ow .atmsd egnivesee 
sdt o3 aevizn aesasitving bas axswoq edd to gnsixs snd 
yfiags ven? es aboddom’ xberit nat asdd tendo edt to sno 
sited ot mommos enotisrsqo ot 


ed3 gsdd anted.sonsiestttb aism snT .dcel 


Nethercut &é Young 
Terente, Ontario Al 675 


Quebec Savings Banks cannot discount commercial paper 
whereas the commercial banks are not allowed to make 
conventional mortgage loans although such mortgages 
may be taken as additional security for loans. 

196. Savings accounts, personal chequing 
accounts, and nearly all other banking services rendered 
by commercial banks, are also available at the savings 
banks. The Quebec Savings Banks pride themselves in 
offering superior personal service to the individual 
and the family to whom they are able to give their 
undivided time and attention. 

197. (b) Caisses Populaires - These 
institutions started <ithetr operations in: the a 
of Quebec at the turn of the century. 

198. They operate under the Quebec Co-operativ 
Syndicates Act which gives them much wider powers than 
those enjoyed by the Quebec Savings Banks under the 
Quebec Savings Banks Act. 

199. As expressed by the will of its founder, 
the Caisse Populaire was to be a parochial institution. 
But its field of operations soon exceeded the parochial 
boundaries. 

200. Caisses Populaires are no longer single 
institutions; through their union connection, they 
have become one single bank with multiple branches, 
without being subjected to the supervision and restrict- 
ions of savings banks, 

201) The avowed objectives of the Caisses 
Populaires are to encourage thrift and saving among 


their members and to grant them loans for personal needs 
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1 and other uses. 
y 202. But the Caisses have gradually invaded 


3 the banking field and today, without having to pay 
4 income tax, they compete in nearly all the services 
5] rendered by savings and commercial banks. 

203.» These privileged conditions enable them 
to pay°a higher rate of pinterest.on deposits. It is als 
reflected in their rate of -growth; for example; in 
1955, ""L'Union Regionale de Montreal des Caisses 
Populaires Desjardins" comprised 38 caisses with total 
assets of $2,000,000. In 1961, the number of caisses 
had increased to 298 with total assets of $285,000,000. 

204, (c) Credit Unions or Caisses d'Economie |- 
These institutions pursue the same abjectives as the 
Caisses Populaires and, generally speaking, observations 
made above concerning the Caisses Populaires equally 
apply to "Credit Unions" or "Caisses d'Economie". 

205. (da) Trust Companies - These institutions 
may be governed by either a federal or provincial 
charter. Their main functions are to act as administra- 
tors and executors of estates. But since a few years 
certain of these companies, who used to operate locally, 
have started to open branches across the country. They 
invite the public to open savings accounts, with 
checking privileges, and thus compete with Commercial 
and Savings Banks. 

206. ‘heir investment and lending powers 
being less restricted than those of Savings Banks they 
can pay a higher rate of interest on demand and time 


deposits. 
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207. (e) Finance Companies - Many of the 
remarks made in regard to trust companies also apply 
to many finance companies: they compete with banks 
in loans and deposits, are less restricted in their 
investments and lending powers. If savings need to 
be protected, many of the restrictions imposed on 
savings banks should apply to them. 

208. They also secure funds for their 
operations by issuing their own short term paper and 
borrow from commercial banks or sometimes through 
bond issues. 

ean wan Influencing the Rate of Growth of 

the Quebec Savings Banks; 

209. (a) Favourable Factors - The opening 
of a larger number of branches in recent years, especially 
by The Montreal City and District Savings Bank, has been 
the most important factor of growth. 

210, The extension of services given to the 
public has also been a contributing factor. 

211. Particular attention is given to the 
training of the personnel and we find that this gives 
profitable results. 

212. (b) Unfavourable Factors - Restricted 
powers imposed on the Quebec Savings Banks as compared 
with the wider powers enjoyed by some of their competitors 
hamper the growth of the savings banks. 

213. Competition by tax exempt institutions 
operating in the banking field also slows the rate of 
growth. 


The Inequity of Tax Exemption Accorded to 
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Certain Institutions: 

214. A discussion cannot be made of the 
factors influencing the growth of the Quebec Savings 
Banks without mentioning the difference in the treatment 
accorded to them and other taxpayers, and the treatment 
accorded to tax exempt institutions. 

215. Although institutions operating as true 
cooperatives have a raison d'etre and may render 
valuable services to their members, things are different 
when such institutions depart from the principles that 
should govern their operations and enter fields outside 
their domain such as banking. 

216. True cooperatives are supposed: 

(a) to give rebates to their members in 
proportion to the profits realized on transactions 
made with each of them; 

(b) to deal only with their members. Other- 
wise the profits they make should be considered on the 
same footing as those of any other business concern 
and be taxable accordingly; 

(c) profitstan inveatments, except required 
reserves proportionate to their liabilities and risks, 
Should be periodically distributed to members; 

(ad) no other surplus is justified, which 
results in asset accumulations that are not distributed 
tO members. 

2l7. A large number of cooperative societies 
violate one or more of such principles. They no longer 
are content to render service to their members but solici 


business from all and sundry and even make commercial 
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loans. Some do not give rebates or, if they do, 

Such rebates are ABES Symbolic than real, and they 
build up surpluses that have no relationship whatsoever 
to the amount at risk and the degree of risk involved. 

218. Although the original founders (and 
perhaps many of the present Directors) may have been 
motivated by a desire to encourage thrift rather than 
to make a profit, today the managers and Directors of 
a great many among these institutions are motivated 
more by a "business purpose". In fact a large number 
of instances can be cited where business is solicited 
from regular business establishments: such as furniture 
stores, automobile dealers and others. Arrangements 
are also made with the retailers for the instalment 
buyers to be financed by the cooperative society. 

219. The main purpose being to increase the 
revenues and profits of the society and, perhaps, the 
importance of the managers and the prestigecof the 
Directors. 

220. The fact is that a large portion of 
these profits resulting from business is not distributed 
to members whose expenses would otherwise be decreased, 
or to savers whose revenues would be taxable. 

eel. This creates an unfair situation and 
deprives the Government from much needed revenues. 

When the rates of taxation were low, this was of less 
importance. But at present rates, preferential treatment 
of this sort is unjust to other taxpayers who are 

called upon to shoulder a heavier load than would other- 


wise be the case. 
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eee. These so-called cooperative societies 
try to justify this situation by pretending that they 
are "mutuals". 

223. The Quebec Savings Banks, in common 
with other tax-paying corporations, believe that they 
themselves are the true "mutuals" since they contribute 
more than half. of their earnings to the support of the 
State and to the welfare of all the citizens of Canada. 
This, in their opinion, constitutes mutuality of the 
highest order, of far greater breadth and wider 
conception than mutuality between a select few. 

224, It violates also the principles of 
democracy or even of socialism which demand that each 
and every citizen bears his share of the common load 
and does not benefit at the expense of his co-citizens. 

205 oMpebperatives Should be held strictly 
accountable for all undistributed profits, net of 
reasonable reserves related to actual risks and calculated 
at rates fixed by the Government, and excess profits 
should be taxed at the same rates which apply to other 
business. 

226. Any other alternative will result in 
accelerating the growth and the increase in number of 
eroups formed for the express purpose of evading taxes. 
The ultimate will be reached when such groups are so 
numerous that only a minority of the citizens will 
be left to bear the whole taxation load. 

227. The Quebec Savings Banks are not the 
only ones who are conscious of this tax problem. 


None other than Mr. John F. Kennedy, President of the 
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United States, in his programme of tax reforms, 


includes the elimination of "unwarranted tax 
preferences" to cooperatives, mutual fire and casualty 
insurance companies, mutual savings banks, and savings 
and.loan associations. 

Comparative Interest Rates Paid and Charged: 

228, A comparison with other financial 
institutions of interest rates paid and charged 
appears,.in, Schedule VII. 

Complementary Relationship with other 
Financial Institutions: 

229. Directors and executive officers of 
the Quebec Savings Banks have often occasion to meet 
their counterparts from other financial institutions 
to discuss mutual problems and exchange views on 
banking procedures and practices, and on matters of 
common interest. 

230. The Savings Banks deal regularly in 
bonds, through securities dealers, for their own 
portfolios and for trading account. They also do some 
day-to-day business with them and receive lists of 
quotations, comments on market conditions and, from 
the dealers! research departments, valuable studies 
on various corporations. Occasionally, the banks are 
invited to participate in new issues as members of 
selling groups. 

Clearing House Membership: 

231. The Banks doing business in any. city 

or town, or such of them as may desire to do so, may 


form themselves into a Clearing House. 
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232. Banks, thereafter establishing offices 
in such city or town, may be admitted to the Clearing 
House as members thereof by receiving the affirmative 
vote of three-fourths of the members, certifying 
assent to the constitution, by-laws, rules and 
regulations, and subscribing to all agreements in the 
same manner as the original members. 

233. The Quebec Savings Banks upon agreeing 
to comply with the by-laws and other requirements of 
the Canadian Bankers Association, were admitted as 
members either of the Montreal or the Quebec Clearing 
Houses with all privileges. 

234, The objects of the Clearing House are 
to facilitate, at one place and at one time, the daily 
exchange between the several members, the settlement 
of the balances resulting from such exchange, the 
promotion of the interests of the members and the 
maintenance of sound banking practices. 

eo 35a The fees and cost are assumed by an 
assessment upon the members. Twenty-five: per cent 
(25%) should be met by equal assessments upon the 
members and the balance of seventy-five per cent (75%) 
should be’ assumed on the basis of total deliveries 
of the respective members to Clearing House for the 
antecedent calendar year. The Quebec Savings Banks 
are quite satisfied with the present Clearing arrange- 
ments and have no suggestions to offer for any changes. 

Relationship with Bank of Canada and Minister 
of Finance: 


236. By the nature of their operations, the 
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commercial banks have more frequent contacts with the 
Bank of Canada and with the Minister of Finance than 
the Quebec Savings Banks. It is mostly through the 
commercial banks that the Bank of Canada controls the 
volume of credit in the country. Savings Banks not 
beine an-4anf luené ine’ factor 1n this field, the need 
for consultation is very limited. The Savings Banks 
deal directly with the Bank of Canada in new Government 
of Canada issues, but their routine transactions are 
mostly done through its agents in Montreal and Quebec. 
Statutory reports and statements are submitted to the 
Minister of Finance and to the Bank of Canada. 

Need for better Understanding of Bank of 
Canada Policy: 

237. The prestige of the Bank of Canada 
might be enhanced if the public had a greater under- 
standing of its policies. The Bank should provide 
more material to enlighten the public on monetary: 
matters. A rather more knowledgeable interest in 
the Bank's operations by the press would also encourage 
wider discussion and understanding of the Bank's 


functions and policy. 
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SECTION - V - REVENUES AND EXPENDITURES - PERSONNEL 

Sources. of Revenues: 

238. Schedules VIII and VIII-A give a 
breakdown in percentage of sources of revenues, 
administrative costs, and interest paid to depositors 
for the. last.four years. 

(a) Investments in Securities and Loans 

Changes in revenues from securities and loans 

reflect the investment policies followed 

by each bank. 

(b) Other Operating Revenues 

These are derived from the following services: 

Service Charges - Fees for collecting Public 

Utility Companies' bills and other, bills - 

Safekeeping - Foreign exchange and other 

banking services. 

Interest and Administration Costs: 

239. Interest paid to Depositors. - The 
decrease reflects the increasing number of checking 
accounts on which no interest is paid. 

eho. Salaries and Fringe Benefits - The 
proportion of salaries paid in regards. to total expenses 
has been maintained these last years. The Banks share 
with the employees the cost of group life insurance, 
hospitalization insurance and contribute to the 
Employees! Rensdon. funds. Furthermore the Banks 
grant bonuses to the members of their staffs. 

241. Other Operating Costs - The increase 
in expenses reflects the expansion of the Banks in the 


course of the last four years and the extension of their 
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services to the public, 

Policies and Practices relating to Reserves: 

ete, The Quebec Savings Banks follow the 
rules issued by the Minister of Finance in respect to 
policies and practices relating to valuation reserves 
and the reserves against bad and doubtful debts. 

243. Realizable values are determined as 
follows for the purpose of calculating permitted 
Specific reserves: under these rules, specific reserves 
are permitted on all classes of bond investments in 
order to bring the book value down to market value. 
Exceptions to these rules are bond holdings of the 
Government of Canada, Canadian Provinces and Federal 
and Provincial guaranteed bonds which are published 
at amortized cost. 

244, Specific reserves in respect of stocks 
held for Investment Account, which may be required to 
reduce the book value tb) market value, are charged 
against Tax Paid Reserve. 

245. Specific reserves are also established 
for doubtful debts, on certain categories of loans, 
to reduce the book value of these loans to estimated 


shen 


.peaddzable value. 


Selisobion MErhiniae and Promotion of Personnel: 
246. (a) Personnel Recruiting and Selection - 
Recruiting is done mostly amongst young people since the 
banking career requires many years of training. However, 
this policy does not preclude older persons with 
special qualifications from being hired. 


247. Most of the personnel is recruited amongs 
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high school graduates. 
248. (b) Aptitude Tests - After an 
interview with the recruiting officer and the passing 
of a summary examination, the applicant is submitted 
to certain psycho-technical tests. The purpose of 
the psycho-technical tests is to bring out the essential 
traits and the corresponding qualities of the candidate 
in relation to the requirements of the banking career. 
2H9, (c) Personnel Training - Training 
is given by qualified monitors and through specialized 
courses. 
rine 250. The personnel training programme is 
continuous and extends to officers of all departments. 
251. The Bank -defrays the cost of all other 
professional courses such as: banking - administration - 
foreign languages - etc. 
252, (d). Promotions -.. Promotions are 
given according to efficiency reports and 


seniority. 
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SECTION - VI - VIEWS ON THE CAPITAL MARKET 

Workings of the Securities Markets: 

253. The Quebec Savings Banks, at present, 
do not engage in the underwriting of municipal and 
corporate issues. But they are often invited to 
participate in certain large provincial issues as 
members of selling groups. 

254. Their operations in this field being 
thus limited, they are not as concerned with the 
arrangements and practices in the securities markets 
as the investment dealers. Consequently, they prefer 
to leave to others, more familiar with the workings 
of the securities markets, the initiative of making 
Suggestions on the subject. 

Marketing and Trading of Mortgages: 

255. No flexible arrangements seem to exist 
in Canada at the present time by which residential 
and non-residential mortgages could be traded quickly. 

256. Mortgage money is plentiful in Canada 
at this juncture and marketing and trading efiey St ous 
classes of mortgages is done through the traditional 
channels. 

257. There has been much talk in recent 
months of the possibility of establishing a Mortgage 
Bank in Canada. However, it appears that many 
problems would have to be ironed out before this 
project could be realized and some inéqualities 
corrected as, for instance, the limitation imposed 
on the Quebec Savings Banks which are authorized 


to lend only to 40 per cent of their deposit 
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liabilities, and, up to 60 per cent of their valuation 
of the properties on which loans are considered, whilst 
many other mortgage lenders are authorized to loan 
up to 66-2/3 per cent. 
258. In addition, uniformity of provincial 
laws regulating mortgages would have to be established. 
259. Also if the money has to be paid 
quickly, guarantees would be needed to insure that 
the title to the property is good. 
Response of Capital Market to <A ahs 
and Financial Policys | 
260. We endorse the views expressed by 
Mr. Wric W. Kierans, in a talk given in 1960, when 
he said, we quote: "Too much importance should not 
be given to the capital market as a medium for the 
exercise of monetary md financial Seliey High 
interest rates for example, are not fully effective 
in stemming excessive spending and investment. 
One could go further and say that ees Interest rates 
have a discriminatory effect in that they tend to 
restrict long-term investment in utilities and 
social projects, housing, highways, schools, hospitals, 
etc. and are, at the same time, virtually powerless 
to affect the volume of investment in private 
industry. The extent to which business investment 
is insensitive to changes in interest rates, or 
the capital market, is indicated by the following 
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SOURCES OF FUNDS - 603 COMPANTES 


1936 - 1951 
Millions of Dollars Per Cent 

Retained Earnings #1849. 34 
Depreciation ie “2625. “148 .2 
Bonds (Net) 466. 8.6 
Preferred (Net) 58. i iad 
Common Stock Ho , “8,1 

5440, 300230 


Over a period of 16 years, 603 ma jor co rheunciewe 
financed 82.2 per cent of their growth by internal 
funds, 9 per cent by bonds, 8 per cent by common stock 
and 1 per cent by preferred. In other words, interest 
rate policy may be effective in reducing or increasing 
provincial or municipal investment but has no appreciabl 
effect on business men's decisions to invest." 

261, In the granting of mortgage loans, we 
believe that the direct application of controls to the 
term of credit is more effective, and would bring 
quicker results, that the control through ratios of 
specified assets to liabilities of financial 
institutions. 

262. The Quebec Savings Banks have not been 
too active recently in National Housing Act loans ana 
ratio controls, applied to them, would be less 
effective than direct control. 

Gaps in the Canadian Capital Market: 

263. Gaps certainly exist in the Canadian 
capital market with respect to capital for relatively 
small new or untried projects. 


264. Although the lending powers of the 
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Industrial Development Bank have been enlarged, many 
Small enterprises still find it very difficult to get 
capital for their current operations and growth. 

265. The Quebec Savings Banks do not 
participate in the financing of Sauct enterprises. They 
have always been conservative in tHe investment of 
the savings entrusted in their care and the limitations 
of the law preclude them from going heavily into risk 
eapitals 

266. This financing being beyond their field 
of operation, the Quebec Savings Banks refrain from 
offering suggestions as to the ways and means of 
closing such gaps, although they are aware that the 
question is under study by provincial governments 


and certain groups. 
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CONC LUS IONS 

267. The Quebec Savings Banks are proud 
of their history and of the fact that they were the 
first institutions in Canada having for special aim 
the encouragement of thrift and the insuring of a high 
degree of security for the monies entrusted to their 
care. Although they have had to weather many storms, 
economical and political, and they are meeting increas- 
ing competition, their progress shows that they have 
continued to enjoy the confidence of the public during 
a length of time" unsurpassed by any other Canadian 
Savings institution. 

268. The Quebec Savings Banks sincerely 
hope that the brief they have presented has demonstrated 
conclusively their value and the very important and 
unique role they play. They also hope it has shown 
that no other institutions can, or do, fill exactly 
the same functions, nor can serve as efficiently - 
the thrifty, and provide as complete a financial 
service to the individual and the family. 

269. The Quebec Savings Banks trust that 
the Royal Commission on Banking and Finance will 
concur in the views and suggestions presented herein, 
and the recommendations fade concerning amendments 
to the Quebec Savings Banks Act, in order that they be 
allowed to still better serve and help the increasing 
number of savers who deal with them with perfect 
confidence and peace of mind, and who are attached to the 
Quebec Savings Banks by strong bonds of friendship and 


an absolute feeling of security. 
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Royal Commission on Banking and Finance 
SCHEDULE I 


To Brief of the Quebec Savings Banks 


SYNOPSIS OF 


LEGISLATION AFFECTING THE QUEBEC SAVINGS BANKS 


4/5 Victoria Chapter 42. 


An Act to encourage the establishment of, and regulate 
Savings Bank in this Province. tprovines of Canada) 1841. 


25 Victoria Chapter 66. 


An Act to extend and define the powers of the Montreal City 
and District Savings Bank. (1862) 


34 Victoria Chapter 7. 


An Act respecting certain Savings Banks in the Province of 
Ontario and Quebec. (1871) 


Charter under the great Seal. 21 April 1871, Ref. No.2066. 
36 Victoria Chapter 72. 


Act to amend the Act relating certain Savings Banks in the 
Province of Ontario and Quebec. (1873). 


4k Victoria Chapter 8. 


An Act to further amend the act relating to certain Savings 
Banks in the Provincessof Ontario and Quebec and to prorogue 
during a certain limited time the charter of sei beeiake Banks 
to which the said act applies. (1881). 


5% Victoria Chapter 32. 


An Act respecting certain Savings Banks in the Province of 
Quebec (1890). 


60/61 Victoria Chapter 9. 


An Act to amend "An Act, respecting certain Savings Banks 
in the Province of Quebec" (1897). 


63/64 Victoria Chapter 28. 


An Act to amend the Acts respecting certain Savings Banks 
in the Province of Quebec (1900). 


1/2 Geo. V., Chapter 21. 
An Act to amend the Quebec Savings Bank Act. (1911). 
2 Geo. V., Chapter 46. 


An Act to amend the Quebec Savings Bank Act. (1912). 
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3/4 Geo. V., Chapter 42. 
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' SCHEDULE I 
page 2 


An Act respecting certain Savings Banks in the Province 


of Quebec. (1913). 
13/14 Geo. V., Chapter 66. 


An Act to amend the Quebec Savings 


Bank Act. (1923). 


SUPPLEMENTARY CHARTER under the Great Seal (5th June 1930). 


23/2k Geo. V., Chapter 28. 

An Act to amend the Quebec Savings 
24/25 Geo. V,, Chapter 39. 

An Act to amend the Quebec Savings 
8 Geo. VI, Chapter 47. 

An Act to amend the Quebec Savings 
11/12 George VI, Chapter 65. 

An Act to amend the Quebec Savings 
15 George VI, Chapter 35. 

An Act to amend the Quebec Savings 
2/4 Elizabeth II, Chapter 41. 


An Act respecting Savings Banks in 
Quebec. (1954) 


5/6 Elizabeth II, Chapter 12. 


An Act to amend the Quebec Savings 


Bank Act. (1933). 
Bank Act. (1934). 
Bank Act. (1944). 
Bank Act. (1948). 
Bank Act. (1950). 


the Province of 


Bank Act. (1957). 


at totosdd ,.V .o90 H\E 


i “ sontvord sad mk eines eave atedis0 gritoeqasy toA nA 


if (EEOL) 
+ ome 
“fs GR en) 
oa, haat 

1 


(E8eL) 


oA Anse eudiiree 


.(®f0L) .98denQ\ to 
.00 tet¢qedD ,.V 


padew) edt ny of a oA 


(ore. aul 432) {esd tao) aie: comets ScRTRAND YaATMEMEaque 


| -.Glle) 


ABier) 


-(0@er) 


$ok Aned egnivee 


JA Ane agaivad 


Joh alasd anatvae 


SoA Aned egnivad 


donk Annee aynivaee 


8S astgetd ..¥ 
ssceup sag boeme od ooh dial 
RE sedqsdd ¢.V 
osdeup edd booms ot toA aA 
“Jo-sedqadd g1¥..098°8 


eden sft boemea ot toA nA 


Aral) tetqend iV oR ios) Si\cr ‘ 


oedeu0 add Bbrrems o¢ soACKA 


.€€ redqed ,IV egrosd ef — 


sedeuo edd brems ot goA nA, 


otal ‘redgadd tT stodas tia é\s 


Yo sontvosd edd mt avxoed aqaivac anteaters gOA Hh 


(veer) 


tof Aned egntvae 


(leet) 9daup 
“SL ‘xadqaio , II didodes tis a\e 


osden® edt brome oF JA mA 


.o90 as\es © 


-090 x\is 


We 
«a 


oh - 


St 


.09D See 


OL 


OS 


es was = —— 


oe 


é, 


ea ee — ‘ ; 


= 
Te 
—<- 


:* a 
» 


Nethercut &é Young 
Terente, Ontario Al 694, 


Royal Commission on Banking and Finance 


1 
SCHEDULE II 
2 To Brief of the Quebec Savings Banks 
3 
HE MONTREAL CITY AND DISTRICT SAVINGS BANK 
4 GENERAL STATEMENT AS AT DECEMBER 31, 1961. 
5 ||ASSETS 
1. Notes of and deposits with Bank 
6 of Canada and deposits with chartered 
banks in Canadian currency. ..... .$ 21,013,907.62 
7 2. Other cash, deposits with anc balances 
dae trom Other Canes. yo eo et  @ Ley ONO, 005019 
8 4. Government of Canada direct and gua- 
ranteed securities, not exceeding 
9 amortized walueitias, not exceeding . $ 33,262,908.47 
10 4, Canadian provincial government direct 
and guaranteed securities, not 
exceeding amortized value. ..... $ 70,911,031. 34 
11 
5. Canadian municipal and school cor- 
12 poration securities, not exceeding 
mapreteval@eu? : 27: ¢ ' fie 2 F $3 $ 30,823 ,343.78 
13 6. Other Canadian securities and shares | 
not exceeding market value..... $ 17,591,282.29 
14 7. Securities and shares, other than 
Canadian, not exceeding market value. ----+- = 
15 
8. Mortgages and hypothecs insured under 
16 the National Housing Act, 1954... . $$ 10,033,167.35 
9. Other first mortgages and hypothecs, 
17 less provision for estimated loss .. $ 59,761,216.47 
18 10. Loans otherwise secured, less pro- 
vision for estimated loss... .... $  7,280.563.46 
19 11. Loans without security, less provi- 
gion for estimated lose fli ele $7 669; 512. 93 
20 12) Poor fund investments. 640s Fo. a $ 180 ,000. 00 
91 13. Bank premises st cost, less amounts 
writtend@ffin Govermaont of Canad... 8. $000,000 pe 
22 Tie there cheba wt anc ieee couric oe! Bale 105 ,010.05 


$ 305.010. 0 7 679 ,806.95 


23 LIABILITIES 
TO THE PUBLIC: 


4 1. Deposits by Government of Canada. .. $$ 6,674,843.00 
2. Deposits by Canadian provincial 
governments... ee 
25 3, Deposit Tiainiititier to the: pup lAS so oe Se COO MLC Ose ue 
4, Advances from Bank of Canada, secured.. ------ = 
26 5. Advances from chartered Weanks , secured.. --+-+-e+-ee-. 
6. Poor Fund or Charity Fund Trust. . .. $ 180 ,000. 00 
(Potro eho WoW seh ol iby oh AAA eben DRS 979,954 


TO THE SHAREHOLDERS: 


28 S.iCaniuals paidoupaes cee s |< 3) bee te ial 4 OOO ONOLON 
B Rept ROcoutte se Tie lhe wae bowed Fo Ree Oh DOs O00. OG 
10 Undivided provite.. 6 io Ss aes 202 124.56 
29 ria $ 10,702,124 .56 


$277 ,679 ,806.95 
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Terente, Ontaric A1695 
1 
Royal Commission on Banking and Finance 
2 
SCHEDULE II-A 
8 To Brief of the Quebec Savings Banks 
4 
THE QUEBEC SAVINGS BANK 
5 GENERAL STATEMENT AS AT DECEMBER 31, 1961. | 
6|| ASSETS | 
1. Notes of and deposits with Bank 
7 of Canada and deposits with chartered 
banks in Canadian currency ..... +--+ $ 3,130,906. 
2. Other cash, deposits with and balances 
8 dua from other, banks « u.s.4.3°+ 54:0 + Snbschs 500,211, 
3. Government of Canada direct and © a- 
9 ranteed securities, not exceeding 
snortized value. i.« 2s) emeee ee ee a S  3,450,5045 
10 4. Canadian provincial government direct 
and guaranteed securities, not 
11 exceeding amortized value. .... +--+ + $17,781,128. 
5. Canadian municipal and school cor- 
poration securities, not exceeding 
12 market value iss edels © 0s Ps -@ 0-6 of S 155455,9050 
6. Other Canadian securities and shares 
13 not exceeding market value... + + «+ + $ 7,332,236. 
7. Securities and shares, other than 
14 Canadian, not exceeding market value . + + = -=-=== 
8. Mortgages and hypothecs insured under 
15 the National Housing Act, 1954... 6. «6 6 sane 
9. Other first mortgages and hypothecs, . Ke 
16 less provision for estimated loss . .. + «$ 7,495,079. 
10. Loans otherwise secured, less pro- 
7 -s- vision for estimated loss. ... + +++ $ 974,420. 
11. Loans without security, less provi- 
sion for estimated loss. ... + +++. $ 1,070,893. 
18 12. Poor Fund investments. »- - +++ ++ ses $ 83,000. 
1 13. Bank premises at cost, less amounts 
OT vcwatttten Offers vce ec eye, yn eotca tons’ Bip Leh T OU 
20 14. Other assets 6 Fe ie ee OC! MO. POLO O1ee TO Be) pene $ ; 45,590. $57,827,816. 
LIABILITIES 
1 TO THE PUBLIC: 
1. Deposits by Government of Canada ..... $ 632,204. 
22 2. Deposits by Canadian provincial 
governments. . 6. + eee eee eevee $ 4,521,327. 
23 3. Deposit liabilities to the public. ...- . $ 47,343,712. 
4h, Advances from Bank of Canada, secured... $ ------ 
24 5. Advances from chartered banks, secured . . $ 2,628,500. 
6. Poor Fund or Charity Fund Trust .....- $ 83,000. 
25 W. Other liabilities . fs . «© sé 0 e+ 0} § 102,882. $54,311,625. 
26 TO THE SHAREHOLDERS : 


8. ‘Capital paid ’up.t. el. s+’. sh s « © 0.4 $ ‘1,000,000. 
27 OG hese Account yee wy ek 8 ie rene ue, ee, Ou mes 
20, Undivided profits xsl eis.) vl ee Sw rere 516,191. $ RS, 
28 $57 ,827, 816. 
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Royal Commission on Banking and Finance 
SCHEDULE III 


To Brief of the Quebec Savings Banks 


THE MONTREAL CITY AND DISTRICT SAVINGS BANK 
STATISTICAL SUMMARY 
= Total Savings Reserve Paid-up Undivided Net Surplus 
as Assets Deposits _Fund _ Capital _ Profits Profit for year 
$ 

1905 | 20,2h6 215 18,417,194} 800,000} 600,000} 51,006 | 149,919) 24,919 

L915 32,039,825] 29,078,393] 1,350,000 | 1,000,000 | 121,552 220,266} 60,266 

bes 57,780,664 | 53,695,127] 1,800,000] 1,498,570 | 149,613 | 276,554) 76,745 
939 60,962,791 | 54,648,486} 2,500,000 | 2,000,000 | 350,121 372,717 92,717 
hs 118 ,864 ,931 | 109,452,558] 3,750,000 | 2,000,000 | 131,018 420,984} 140,984 
gué | 133,725,916 | 124,101,056] 3,750,000 | 2,000,000 | 261,627 | 455,759] 145,759 

ie 146,651,530 | 137,384,339| 4,000,000 | 2,000,000 | 177,153 | 462,826] 182,826 
948 | 157,070,227 | 148,018,285] 4,000,000 | 2,000,000 | 450,213 472,260} 192,260 
949 | 170,771,432 | 161,236,102] 4,000,000 | 2,000,000 | 543,485 495 ,172| 213,172 
950 | 175,259,056 | 165,624 ,628] 4,500,000 | 2,000,000 | 259,111 499,226} 219 ,226 
951 | 176,348,654 | 166,088,336] 4,750,000 | 2,000,000 | 168,748 506 ,587| 206,587 
952 | 187,442,110 | 177,976,630] 5,000,000 | 2,000,000 | 136,160 540,062} 240,062 
953 | 193,769,007 | 183,272,627 | 5,000,000 | 2,000,000 | 380,402 588,217} 268,217 
954 | 206,025 ,789 | 197,208,160 | 6,000,000 | 2,000,000 | 159,519 | 625,317) 303,317 
955 | 220,631,044 | 212,385,756} 6,000,000 | 2,000,000 | 445,024 | 670,355) 310,355 
956 | 226,974,116 | 217,536,967 | 6,500,000 | 2,000,000 | 258,155 698 ,731| 338,731 
957 | 239,472,506 | 220,347 ,463 | 6,750,000 | 2,000,000 | 522,991 722 ,686 | 342,686 
958 | 251,731,174 | 235,274,092] 7,000,000 | 2,000,000 | 42k ,016 764,725 | 374,725 
959 | 253,609,157 | 232,006,030} 7,500,000 | 2,000,000 299,539 | 821,173) 401,173 
960 | 258,513,627 | 242,054,047 | 8,000,000 | 2,000,000 | 202,884 | 906,895] 426,895 
961 | 277,679,807 | 259,142,885 | 8,500,000 | 2,000,000 | 202,125 1,009,240] 499 ,2h0 
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16 ,143 ,602 
15 ,843 ,973 
2h 307 , 988 
26,531,467 
29 ,683 ,992 
30 ,407 ,618 
33 ,085 ,332 
47 ,860 ,718 
43,896 ,184 
45,942,554 
46 ,829 ,934 
52,150,882 
45 316,559 
53,560,421 
58 ,678 ,48h 
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Royal Commission on Banking ana Finance 


SCHEDULE III-A 


To Brief of the Quebec Savings Banks 


STATISTICAL SUMMARY 


Savings 
Deposits 


13,120,934 
12,371,193 
20 ,724 ,038 
22 ,934 ,693 
26 ,086 ,867 
25,453,550 
27 ,360 ,990 


31,591,870 


38 ,989 ,705 
38 ,161 453 
39 ,594 ,4LO 
47 48h ,592 
40,281 ,116 
47 834,580 
52,080 , 248 


Reserve 
Fund 


1,500,000 


2,000 ,000 
2,000 ,000 
2,000 ,000 
2,000 ,000 
2,000 ,000 
2,000 ,000 
2,000 ,000 


2,000 ,000 


2,000 ,000 


2,000 ,000 
2,000 ,000 
2,000 ,000 
@,000 ,000 


2,000 ,000 


Paid-up Undivided 
Profits 


Capital 


1,000 ,000 


$ 


295 ,856 
199 ,107 
292 ,356 
429,171 
4h 642 
Ke 653 
LLL 063 
44S ,300 
4L7 O94 
448 ,689 
hhg ,818 
451,465 
452,947 
475 ,622 
516,190 


A1697 
Net Surplus 
Profit for year 
$ $ 


191,170 


168,529 
132,283 
125 ,691 
112,471 
101,011 
111,409 
111,237 
111,793 
111,594 
111,129 


126 ,646 


126 482 


172,674 
210 ,568 
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SCHEDULE IV 


To Brief of the Quebec Savings Banks 


THE MONTREAL CITY AND DISTRICT SAVINGS BANK 


CLASSES OF ASSETS AND THEIR PROPORTION TO TOTAL ASSETS 


AS AT DECEMBER 31, 1961 


NOTES OF AND DEPOSITS 
OTHER ASSETS WITH BANK 
LOANS WITHOUT SECURITY CHMATERED BAKE a 


LOANS OTHERWISE SECURED 


CANADIAN PROVINCIAL GOVERNMENT 
DIRECT AND GUARANTEED 
SECURITIES 


MORTGAGES AND HYPOTHECS 


UNDER THE 
NATIONAL HOUSING ACT, 1954 


CANADIAN MUNICIPAL AND 
SCHOOL CORPORATION 
SECURITIES 
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Royal Commission on Banking and Finance 


SCHEDULE IV-A 


To Brief of the Quebec 


Savings Banks 


THE QUEBEC SAVINGS BANK 


CLASSES OF ASSETS AND THEIR PROPORTION TO TOTAL ASSETS 
AS AT NOVEMBER *0, 1901 


CANABIAS MUNICIPAL ARD 
SCEDOL CORPORATION 
GECURITIES 


A Baek es 


OTHER CASH AND DEPOSITS 
BANKS 


WITH OTHER 


CANADIAN PROVINCIAL GOVERNMENT 
DIRECT AND GUARANTEED 
SECURITIES 
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Royal Commission on Banking and Finance 
SCHEDULE V 


To Brief of the Quebec Savings Banks 


THE MONTREAL CITY AND DISTRICT SAVINGS BANK 


9 
MATURITIES OF BOND INVESTMENTS AS AT’ DECEMBER 31, 1961. 
10 
11 
Years 
1s Years Mo Ye 
1962 8.0 
13 1963 “Oy0 
1965 13.6 
14 1966 9.1 
1967 12.0 
15 1968 8.0 
1969 6.5 
16 1970 2.6 
1971 2.2 
1973 1.2 
18 1974 2.0% 
1975 4.3 
1976 9 
19 1977 ok 
1978 WN 
20 1979 22 
1980 — 
1981 7 
- 1982 bey 
1983 7.8 
aa 198k ay 
1985 ol 
23 1986 oh 
24 Total 100% 
25 
26 
27 Average Maturity: 7 years 1 month. 
28 , 
29 
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Royal Commission on Banking and Finance 
SCHEDULE V-A 


To Brief of the Quebec Savings Banks 


THE QUEBEC SAVINGS BANK 


MATURITIES OF BOND INVESTMENTS AS AT DECEMBER 31, 1961. 


Years 


1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
L973 
1974 
1975 
1976 
L977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1992 


Total 
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100% 


Average Maturity: 12 years 4 months. 
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1 
2 
3 Royal Commission on Banking and Finance 
4 SCHEDULE VI 
5 To Brief of the Quebec Savings Banks 
6 | 
7 
8 THE MONTREAL CITY AND DISTRICT SAVINGS BANK 
9 
10 
DATA ON THE RATE OF WITHDRAWAL OF DEPOSITS 

11 
12 YEAR RATE 
13 

1955 174% 
14 
15 1956 185% 
‘6 1957 1986 
17 

1958 186% 
18 
19 1959 196% 
20 1960 179% 
21 

1961 183% 
22 
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Royal Commission on Banking and Finance 
SCHEDULE VI-A 


To Brief of (the Quebec Savings Banks © 


THE QUEBEC SAVINGS BANK 


DATA ON THE RATE OF WITHDRAWAL OF DEPOSITS 


YEAR RATE 
1955 245.5% 
1956 320.9% 
1957 341. 
1958 325.6% 
1959 334.1% 
1960 267 . 8% 
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Royal Commission on Banking and Finance 
SCHEDULE VII 


To Brief of the Quebec Savings Banks 


COMPARATIVE INTEREST RATES PAID AND CHARGED 


Rate of Interest Rate of Interest Rate of Interes 
Paid on Charged on First Charged on 


Savings Accounts Mortgage Loans Personal. Loans 


QUEBEC SAVINGS BANKS 224% 62% 6% 
(maximum fixed by law) 


COMMERCIAL BANKS 23%, 63% 6% 
(N.H.A.LOANS) (maximum fixed by law) 


CAISSES POPULAIRES 22% - 314, 6% - Th 6% and up 


TRUST COMPANIES 334 and up Gib - Tah 
depending on term 
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Royal Commission on Banking and Finance 


SCHEDULE VIII 


To Brief of the Quebec Savings Banks 


THE MONTREAL CITY AND DISTRICT SAVINGS BANK 


SOURCES OF INCOME AND ADMINISTRATION COSTS 


INTEREST & ADMINISTRATIVE COSTS 


Interest paid to Depositors 57% 


Salaries & Fringe Benefits 21h 
Other Operating Costs 16% 
100% 


_ REVENUES 1958 1959 
Securities 57h 54% 
Loans 28% 50% 
Deposits in other Banks » 3h TY 
Other Operating Income 12% 12% 

100 1004 
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1 

2 Royal Comission on Banking and Finance 

3 | | SCHEDULE VIII-A 

4 To Brief of the Quebec Savings Banks 

5 

6 

7 THE QUEBEC SAVINGS BANK 

8 

9 SOURCES OF INCOME AND ADMINISTRATION COSTS 

10 

* REVENUES 1958 1959 1960 1961 
12 Securities 61% 60% 63% . 67% 
13 | 

Loans haan SETH 26% 26% 23% 

14 

i Deposits in other Banks 1.6% | 1.7% 1.6% 1.4% 
16 Other Operating Income 10.4% 12.4% 9.4% 8.6% 
17 see Si dapticass 
‘3 | 100% 100% 100% 100% 
19 
20 


1 INTEREST & ADMINISTRATIVE COSTS 
Interest paid to Depositors 51% 51% 50% — 50% 
Salaries & Fringe Benefits 206 _ 20% 20% 20% 


5 Other Operating Costs 29% 29% 30% 30% 


100% 100% 100% 100% 
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Hearings: Neld at Fredericton, 
New Brunswick, on Monday, 
June 4th, 1962. 


THE COMMISS ION 


The Honourable Dana Harris Porter 
Chief Justice of Ontario 
TOrOnUG, OTILaLr LO ~ Chairman 


Mr. We Thomas Brown; M.B.E: 
Investment Dealer 
Vancouver, British “Columbia 


Mr. James Douglas Gibson, O.B.E. 
Banker 
Toronto, Ontario 


Mry Gordon L; Harrold 
Agriculturalist 
Calgary, Alberta 


Mr. Paul’ RY “Leman 
Corporation Executive 
Montreal, Quebec 


Mr. John C. MacKeen 
Corporation Executive 
Halifax, Nova Scotia 


Dr. W.A. Mackintosh 
Vice+Chancellor 


Queen's University 
Kingston, Ontario 
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Mr. H.A. Hampgon - Secretary 
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Terento, Ontaric 
Fredericton, New Brunswick 
Monday, June 4th, 1962. 
THE CHAIRMAN: It is with very great pleagure 
thatewecfind ourselvee in Fredericton thie morning 
to hold our first meeting in the Maritimeg Provinces 
here, We have already covered the western part of 
the ecountryeand the central: part :ofathe-country and 
our pelimax Teethe »Maritimes. 

It is a very great honour to have present 
this morning the Honourable Mr. Robichaud, Premier 
of New Brunswick, and with him the Honourable Mr. 
DesBrigay, ythe wireagurer .of ‘there Province, caleemthe 
deputy, Mr. Gallagher. I understand, Mr. Premier, 
that your government ig presenting a submission which 
in fact we have read with great care and interest and 
find it admirably prepared and it raises many points 
that we would like to discuss and have further 
information about. We are looking forward to this 
hearing with the greatest of interest. 

HON. MR, ROBICHAUD: Mr. Chairman and members 
of the Commission, I do not know if I should refer to 
you.as Mr. Chairman because you have go many titles. 

I don't know whether to refer to you as Your Lordship, 
the Honourable Mr. Porter or Mr. Chairman. 

THE CHAIRMAN: As long ag you get down to 
the facts. 

HON. MR. ROBICHAUD: In any event, I wish to 
pds cis you to this province here ag well ag the other 
members of the Commiggion. Of course it would be 


futile for me to stress the importance of thig Commission 
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Torente, Ontaric 
1 to Canada's economy generally but particularly perhaps 
2 to this area, That will’ be'done by my esteemed colleagu 


3 Mr. DesBrisay, assisted by the well qualified Mr. 
4 Gallagher. 


5 You have’ juet said that you have read the 


6 bracl. -eWo- tanec a certainvanount of bride Ly tht? 

a brief, I pergonally feél-¢hat-dt has’ been well 

8 pre pared,o° There haas* been a 'dot ‘of time ,-efPrort and 

9 research work devoted toPitaAamacds hope that it will 

10 make a contribution to the conclusions that will be 

11 reaened= by Your. 

12 You will find that despite the economic -illg 
13 that perhaps plague the Atlantic area that the people 
14 here are extremely warm and friendly. As evidence of 
15 that just as I turned the corner this morning (I was 


16 walking by myself from the office to here) a car 


7 stopped and a chap said, "Hey.fellow, can you tell me 
18 where’ Queen Street ie2", oTigsaid,."It.te. right here, 

19 fellow", That ig the way that people operate in this 
20 province, 

1 I understand. that the last, Commission of 

49 this nature took place in the eariy, L930." Tt produced 
43 results then and L.am.syure that thie one will. Without 
a4 any further remarks I ¢hall now leave it to the 

4 Minister of Finance to carry on from here ang I 

46 apologize if I have to heave here. TI can give you the 
7 reason why. The Ambassador of Japan is here and 

2 apparently he wishes to gee me. So I will wish you the 
56 best of luck and again a warm welcome to New Brunswick 


46 and the Atlantic Provinces, 
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Good day, gentlemen, 
THE CHAIRMAN: Thank you very much. 


Mr. DesBrisay? 


SUBMISSION OF THE GOVERNMENT OF THE 
PROVINCE OF NEW BRUNSWICK 
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A PPEARANCES 

Hon, G.. De#Brieay - Minister of 

Finance 
Mr. itd. O Belen - Deputy Minister 

of Finance 
Mr. D.W. Gallagher ~ Economic Advisor 
Mr. Edwin Allen - Deputy Minister of 

Municipal Affairs 
Mr. Wm. McNichol ~ Comptroller-General 
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HON. MR, DesBRISAY: Mr, Chairman and 
memberg of the Royal Commigsion, perhaps I should, if 
I may, remain seated, 

THR CHAIRMAN: Oh yes, the proceedings 
are quite informal. 

HON. MR. DesBRISAY: Ags has been mentioned 
you have our brief and I would like to make some 
brief remarks on the presentation of it. I would like 
to say that it is both a pleasure and honour for 
me to appear before this Commission to present the 
Submission of the Government of New Brunswick. In doin 
so, I should emphasize the great responsibility which 


rests, not only with the Commission itself, but with 
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abkb those nin arpos ition ttoccontribute to-its 
deliberations. In attempting to meet this responsibil 
ity, we have had to recognize certain limitations which 
have presented the forming of precise conclusions 
on many of the points of interest to the Commission, 
In Some cases, the province's experience hag been 
limited or narrowly confined so that it would have 
little general application; in other cases, the lack 
of proper data has been the barrier. 

| We have, therefore, confined our comments 
to those areas in which we felt competent to form 
a judgment. In the process, we necessarily placed 
a broad interpretattan on the Commission's terms 
of reference, Such an interpretation ig highly 
relevant to the Government's submission, and perhaps 
constitutes ite first important recommendation. It is 
our hope that the Commission will agree with this 
approach and that its policy recommendationg will be 
developed accordingly. Particularly, we are 
concerned with the relationships between fiscal and 


monetary policies, and it is our view that an 


"1 " 


appropriate “mix” of such policies can only be 
considered after a careful consideration of the role 
that each can play in meeting the economic needs of the 
country. In this respect, it ig essential to underline 
the fact that such needs vary from region to region 

and thatpolicies must be sufficiently flexible to 


recognize \thigx 
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the Province undertook to express ite views to the 
Royal Commission on Banking and Finance. Basically, 
these views fall into two categories, both of which 
represent an important part of the responsibilities 
of the New Brunswick Government. The first part 
deals with the experience of the Government as a 
borrower in the capital markete. We have not outlined 
the Province's experience as a lender of funds, since 
our activities in thie area have. not been particularly 
extensive. The second part of the Government 
Submission is concerned with the economic implications 
of financial policies, and the implications of the 
financial system itself as a part of the Canadian 
economy. Our conclusions and récommendations are, 
therefore, presented in accordance with this broad 
division. 
Financing Provincial Government Requirements 

The probleme encountered by the Government 
in making regular demande on capital markets are 
essentially related to patterns of spending and 
taxing, as well as borrowing. 

The projected. growth in government 
expenditures, in conjunction with a somewhat restricted 
tax potential, points to an increasing reliance 
On capital markets. With the increase in other demands 
from the same market, it is quite likely that the 
Province will experience difficulty in obtaining its 
capital requirements. This is the result of 
institutionally established "limits" on New Brunswick 


borrowing, the difficulties in entering the United 
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States market, and the slower rate of advancement 
of the economy. 

Generally, we have concluded that, for the 
long run, to assist provinces in obtaining capital 
requirements, some attempt should be made to reduce 
the requirements themselves. In the short term gome 
means must be developed to insulate the Province 
and its municipalities from the effects of, policies 
of credit restraint. To meet such needs and to 
overcome these difficulties we have recommended:- 

l, That Provincial borrowing requirements 

be reduced by adjusting Federal-Provincial shared-cost 
programmes.to, reflect. the-concept..of). fiscal. need. and 
to introduce more flexibility..in the agminigtration, 
planning and timing of such programmes. 

2} That Federal-Provincial shared-cogst 
programmes be initiated in the field of economic 
development, with emphasis on the needs of the legs 
developed parts of Canada, as a means of increasing 
the Province's ability to meet its own financial 
requirements in the long run. 

be That a study be undertaken to determine 

the adequacy of Canadian capital markets to meet 
domestic needs, particularly with a view to determine 
the role which the United States market should play 
in municipal and provincial borrowing. 

4, That selective instruments be designed 

to shelter certain classes of borrowers from the 
effects of monetary restraint and to provide interim 
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by yt Seales 
PH Bee Ud | eps rc 


_* 


~ al © ; apes - : 
“Snomsonevps 30 ster rewole ent bms  Peoltem 88: 


odd not .tsdt bebylenoo even ow .UlLarsnedaiy scent 
isiiqso gointside nt esonivoig tefees ot yout groL 
sobex of @bSm od Bluode Iqmetts omen, atrsmorty pex 


emoag mret trodeledt al . sevLeemed etvsertupen! edt 


ei eonivend 45di ‘@jalveant ot beqolsveb ed’ Javm engem 
4 

Ai. iia aula atostte ei mort seldiisqtolava svt brs 
ne Ot bMS Shesn dove Joom of: Saisiveer Tiber to 
a a ~?bshremmode: svsd sw a6fd lyoftti bo exedd emoonsvo 
a . (existe iupss soiwortod CePottivor) Keno! «2.0 ual 
| yaoospensea [stontvosi-fsrTepe® gatteutbse yd peoubsey sd 
. i bus bsen fsoelt to tqesono0s edt Foslter oF senmergotg 
i Sorewsetintnps oft of wit ftdt eel? eon soubortmb od 
Me ae , somnisigeyg douse. "te. Barats ons aihreseite 
@ teoo-bersde [sionivovi-Laveped ssadT iwises 


ofmonoos to bLetlT adt at Betstiinl sd seumergoig 


eest edt to apsen edd so ebesdgme itiw’ .toemqolevep 


aitasetont Yo 2asem 6 #6 .SbBAaBD To sixseq bsqoLeveb — 


istensat? awo att doom ot ywiliids 8 soatvort “edd 
cur aoof ody of einometinpe: 
asnimreteb of nedetyspau ed yYbut3 & tecdT if 


teen ot gtenxisd ([stiqso asibenso te yvosupeps ent 


snimretep ov weiv ‘s Atiw yiasiuofivey ,apesd eo Ppieasmob 
vsiq biluods pPealrsm asteta batinU edd dot dw dtr ent 
.gitwotitod ([stontvorg bos Leqhotausn nil 

peratesh sd etnémuttaat evivosfoe tad?P son! vowd 

sii mort arsworrtod to sesasfo mbsties retleds ot 
pginetiol spivorq ot bas tHbesseor s haiec cates to atosties 


tf exfuper 8s arswortod ddus of sonstataas 
“im x ia Al a - e? e -.. feet i ae 


‘0g 


\) 


Nethercut & Young = 1972 = 


Terente, Ontaric 


55 That closer relationships be developed 
between the Federal Government and the Bank of 

Canada and the provinces, both to aggsist the provinces 
in financing and to promote the co-ordination of 
Federal and Provincial borrowing and investment 
palicies, 

Economic Implications of Financing Policies 

We have concluded that monetary policy hag 
not been sufficiently co-ordinated with fiseal poLicy 
(or vice versa) in recent years, and that mone tary 
policy alone is not a sufficiently powerful weapon 
to provide short-term economic stabllity.* In attempt i 
to do s0, certain side effects have been inappropriate 
to the needs of the New Brunswick economy. 

We have concluded that, to alleviate such 
side effects, will require greater co-ordination betwee 
fiscal and monetary policy, and the introduction of 
more selectivity in the instruments of mone tary 
policy. As well, certain other adjustments to Federal 
policy are required. Specifically, we have 
recommended that:- 

L& A form of standing committee be appointed 
to ensure the integration of monetary policy with 
Government figcal and economic policy. Associated 
with this objective and algo to fully co- ordinate 
Federal economic policies with thoge of the provinces, 
we recommended the establishment of an economic 
advisory board to the Federal Government -- a board 

to exist outside the departmental framework. 


2 In order to develop a monetary policy which 


ie 


| ee 
peqoleveb ed eqtdenot te Lo% yseo0Lo $eATson surer 


to wis@@ edt bas taommxsvon [srepet anesaauente. 


 Peaedavindd oft teteses ot dtod .ss0ntvexq edt bas spsnsd: ok 
ie aS HOP eREOLHS edt stomorg of Has gnitonsatt of in 
Al joomteeval pas gntworred [stomftvoyd pbas Lsitspel le. 
ey ou, gato lgog 10 
Ve » eetollod aeitonsnt® to snotisoltignil otmonood Ae 
r a esd volLog yistsnom tsadt pebulonos svad eWo le § 
* yolfog fsoslt ditw petsaipro-oo ylinefortine meed son ke 
yretenon Sect bis .eisey Jasost nt (serev eotv’ to) lot 
; sogsew Ivtvewoq viinstolliva & ten af eaols yolt log tn 
tree at .vyviitidatea ofmoreoe® mreteJrods sbirvergd ot less 
| etsiuqotqasnt esd avad atoette ebte afstreo (08 ob of ther 
| . Yworoos slofwarnid we edt to ebeerd edt oF w 
dows etseivelis ot .¢sdt bebwlonoo svsd SW | let 
‘deawsed sottsatpre-oo LOT SOTs aytuper £Lbw caToeTis spies Jar 
to nottouportat edt bas .yoffoq yrsetenom bas Isoafi ir 
yxstenom to sinemurtent edt of ytivitosfiea srom lor 
fexepeW of} Binemsautbs vedto mfstiseo . flowed yyoriog — her 
eved ew .ylisortioeqa .pertupey sys yolfog los 
-.tsdt pebremnoo sx dere 
petmilogqs ed SodT FmMOS onipasies to mrot A 8 he 
itiw volflog yusicaom to notisrgetat srt exens ot - 
pestetoossA .yotiog olmorioos bas [sosit JnemmrevoD & 
sitsatpre -oo y¥f[fivt oF o8fs pans svitvostdo afdy Agtw le 
.psontvorg edt to ssodt dttw sefotloq otmonoos Isrepet = 


Stmonoos as to tremisifdstas eds pebnemmoost Sw 
pxs0d Ss -~- tnHemarydvod [srebed odt oF Hxsod yrosivbs 
.Niowsnert Letoemorsqeb edt splatue salxe ot 


i sot yolLoq yrss enom 8 qoleveb ot Tebi0 wn ches 


ee ae Pe a Ale a, es ‘| ' oa: 


Nethercut a Young -” 1973 <7 


Terente, Ontaric 
is sufficiently flexible to, meet regional as well 
ag national needs, that the Bank of Canada Act be 
amended to make explicit the responsibilities of 
the Bank of Canada with respect to the various 
reg bong). 
3a The Bank of Canada exercise its powers 
of persuasion over the chartered banking system to 
exempt the Atlantic region from the full force of 
eredit restriction, when applied nationally. 
4, To increase the availability of capital 
im) the region, .the. operations .of the -Industrial 
Development Bank be altered to permit regional 
interest rate differentials and levels, to offset 
the,,effect..of: inter-regional .capital .flows, and to 
promote greater co-operation with Provincial 
industrial development agencies. 
By Operationge of the Central Mortgage and 
Housing Corporation be altered to make mortgage funds 
available on easier terms in economically retarded 
areas when more arduous terms are necessary in the 
economy ag a whole. 
Gy Greater flexibility in administration be 
introduced into agricultural credit policies to permit 
the varying requirements of New Brunswick agriculture 
to be more fully met. 

These recommendations are designed to permit 
more selective monetary controls, with a co- ordinated 
framework of fiscal and monetary policy. However, it 
is doubtful that monetary policies, however selective, 


will play more than a minor role in the policy 
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structure required to produce more rapid rates of 
economic growth, 

To meet this objective in New Brunswick 
and the entire Atlantic region, will not involve 
great dependence upon traditional forms of monetary 
policy. It will, however, entail the use of fiscal 
policies, both as alternatives and substitutes, 
which will have important implications for the 
financial system. 

Moreover , we have concluded that monetary 
policy, applied to imperfectly operating capital 
markets, has not been particularly effective in recent 
years, This points to the n¥@a for both greater 
emphasis on fiscal policies and for broadening the 
area of impact of monetary policy if the objectives 
of full employment, economic growth and price stability 


are to be met. This is true nationally, but is parti+ 


(cCularhy so in New Brunswick and the Atlantic region. 


With this context, we have recommended that:- 
Les A national development policy be adopted 
with the objective of achieving more balanced economic 
growth in Canada, and under which retarded or under- 
developed areas would be given special treatment 
through the large-scale allocation of Federal funds 
for development purpoges. 
2), The Government of Canada accept, expliteitly, 
full responsibility for both fiscal and mone tary 
policy. 
Bee The Commission investigate the possibility 


of broadening the area of impact of monetary policy 


ext a, 
it i 


a ah cides 


. Bote he) . we - oot oe . ; 
a i ee sets oan - one of: boutéta il wt! ; ounde 


ee ip i < j 2 ie ” 
oat RAL is idwong'0l 068 


iw, 7 oa : . 


Ree a. | Fey) ? ai 
) 9 aetwannre well BP Sv2to~t do sidt teem oT” Gaenoms- 


‘a 1 
Ve 


i | evlovmt ton {fiw  notgor ofinsltA erltne ent bas 


. 4 
| 
it 


\ Ca 
Da, 


vast enon to amrot LIsnottipsyt noqu sonepneqeb TseTQ 


aes rsoett to Sey ont Itatce .sevewod Vfltw tl  .voltlLog 


} 


is 


ty y ; 
0%) i, 7 
"ee . 


: 
} 
ery? ‘pole botnotdedne ve govitenvetis ae tel (astot Log 
ae edt sol Snofiscol lami tastroqm! eved Titw doétdw 13 
th it 
p 


q 


ree 


bar : ; | 


i. OS ESP a Lat oe ere 
yrstenom tsd¢ pebulonos over ew .tSvoStOM 


[stigss gatisreqo yltosTreqm! ot petiqds . vot fog 


it i dtod vot Seer eft of einiog slat ° laxsey 
edit solimebpsotd rol bos Betetfoq Esoelt no alesdqmse 


gevitostdo ‘edd ti yorlog a ainiaatinl to tosqmi to sets dee 


| wistdss e solyq bas diworm ofmorcnods . Iremyo Lams £2 to 


ave et tud .¢ilecotisn ott ef BtdT “vtem ed ot ets 


fofger oftneLtA edt pos dotwanu id we nt oe yireius 


fer hedtt beprsmmoosr: sve ew .txetaoo atdd adPWo aie a 


betqobs sd yoltlog sImesigoleveh Isaolisan A ites los 


A ofmencos peoneisd stom gaiveldor to evitostdo edd dtiw Neg 
. ~ TSheaw’ FO bSebisTtSo4 fot dw yep bas ,sbscs6d ort diwory ise 
. Jpowtsert LIsloeqa mavig ed blyow esers peqoleveb ie 
; 3 . 
eprut Lexshbet to moltseofls sisox-eyrsl edd davord?d a 
.assoqgtuq Josmqofevep tot be 
| elttol faxe .Jqeoos BSbsnsd To Saemmrevod sAT “S i 


yistscrom bas [soett died tot yiilidiadoqre {Int 


syotlog =f 


 MeELIdtssoq ont evsgiteoval fofestmmod eft! 4 “Fe 


Nethercut & Young a” 1975 7 


Ferente, Ontarie 

(or of fiscal policy as a substitute) to reflect 
the changing environment of the past two decades. 
Specifically, we'believe that) the effects of monetary 
policysshould be felt by consumer finance companies 
and other non-bank holders of liquidity. This 
investigation by the Commission should include as 
well the impact. of the concentration of large holdings 
of bonds in a few institutions, ang the concentration 
of economic power in both business and labour. 
4 A Federal regulatory body be established 
to govern the issuance and gale of securities. 

While our brief is concerned mainly with 
New Brunswick, the policies we suggest have direct 
application to all regions of Canada suffering from 
@ chronic under-utilization of their resources. 
Indeed, it could not be otherwise given the nature 
of Canadian federalism and the division of financial 
resources and constitutional responsibilities and 
authority between the provinces and the Federal 
Sov cuecedeh In particular, only the Federal 
Government has the economic and other regources 
necessary to provide equitable solutions to the 
economic problems of chronically retarded areas of 
the Confederation. National policies must be developed 
to cope with these problems; but first, there must 
come recognition and acceptance on the part of the 
Federal Government that regional economic problems 
are matters of national concern. 

Mr. Chairmah, this is a brief summary of 


our presentation which we made some time ago to you, 
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Terente, Ontaric 
and we stand ready to carry on with any questions 
you may have. 

THE CHAIRMAN: Thank you very much, Mr. 
Minister. 

COMMISSIONER BROWN: Mr, DesBrisay, I 
wonder if I might start off by asking if you could 
give us*‘a'little more’ qetail of the’ probleme “that 
you enumerate in paragraph 11 where you discuss the 
increased financial burdens of junior governments 
largely because of féderal cost-sharing programmes. 

HON, MR. DesBRISAY: Yes, there are large 
numbers of cost-sharing programmes being offered 
by the federal government to be accepted by the 
provinces, We feel there are certain of these 
that some of the less wealthy provinces might not be 
able to afford on a short-term viewers but we are 
pretty well forced into a lot of these programmes. 
Using for detail. purposes, we are into Trans Canada 
Highway programmes as one major expenditure which is 
a cost-sharing programme; the rodds to resources in 
the field of public: works,and the technical training 
programme, 

We are suggesting while these programmes 
are very good and we generally welcome them that we 
would like to have a little more selectivity on the 
part of the provincial government. We would like to 
be able to'have a little more choice in selecting 
the programmes we feel would be most beneifcial 
to our New Brunswick economy. 


COMMISSIONER BROWN: It is a very good 
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Torente, Ontario 


presentation, but I was wondering if you could give 
usa little more specifically the types you would 
prefer to have. You say you would like to be able 
to choose more, but you don't say what your choices 
may be. You talk about economic development and 
roads to resources, which I would have thought would 
fit into that programme, but I gather that is not one, 

HON. MR. DesBRISAY: That is one of the 
programmes we have found -~ as a matter of fact, we 
are using that programme to develop our mining area, 
but we suggest on economic development there may be 
Shared cost programmes by the federal government 
that we could join. Apart from the roads to regouces 
programme, this is practically the only programme, 
Shared cost, that has any serious long-range economic 
effects 

THE CHAIRMAN: What about the Trans Canada 
Highway? Do you find that has inereaged economic 
development at all? 

HON. MR, DesBRISAY: Unquestionably, Mr. 
Chairman, but what we find -- and I think we can say 
this very quickly -- ig that 75 per cent, approximately 
of all shared cost programmes are in the health and 
welfare fied. 

THE CHAIRMAN: Oh yes, that is what I wag 
going to come to. Perhaps Mr, Brown has that in mind. 

HON. MR. DesBRISAY: Which we are committed - 
we have to accept, 

THE CHAIRMAN: But with programmes such ag 


the Trans Canada Highway and the roads to resources, 
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they do apparently have some favourable economic 
result -- stimulate growth? 

HON. MR. DesBRISAY: Very much so, 

THA CHAIRMAN: There may be other potential 
programmes that you have in mind which you may in due 
course, Suggest- tous. 

HON. MR. DesBRISAY: Yes. 

COMMISSIONER BROWN: This is what I was 
wanting to have a bit of discussion on, to get a 
little more explicit on what sort of programmes you 
are talking about that you are in regretfully and 
others you would like to be in. 

HON. MR, DesBRISAY: We would be prepared 
to give you a suggested list as a supplement to our 
puter of some of the programmes which we think could 
be done on a shared cost bagis with the federal 
government which would accelerate economic development 
withinothe province. I don't have any specific ones 
in detail at the moment, but we would be quite prepared 
to do that, and I think we could find a number. 

COMMISSIONER MACKINTOSH: But in the main 
your point is emphasis on development programmes 
rather than welfare programmes? 


HON. MR, DesBRISAY: That is:it,yes. I repeat 


again, we find ourselves where approximately 75 per 
cent is in thesHWealth and welfare field. 
COMMISSIONER GIBSON: And you would like to 
be able to take, in choosing between this, more 
. d@velopment and less of the others -- Say, take two 


of one instead of one of each? 
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HON, MR, DesBRISAY: Yes, we would like to 
be able to sit down-and talk with the federal 
authorities on selecting programmes which would have 
a long run economic development programme, 
COMMISSIONER MacKEEN: In other. words, 
now you are told what the programme is and given a 
sort of assegement of your ‘share of it without too 
much control -overs4ty--"is that (Lt? 

HON. MR, DesBRISAY: While we do have a 
certain amount of control, generally that is the case, 
COMMISSIONER MacKEEN: In effect? 

HON. MR. DesBRISAY: In effect, yes. 

THE CHAIRMAN: If you don't accept the offer, 
then you get into trouble? 

HON, MR, DesBRISAY: We find it very 
difficult to’ avoid getting into ‘them: 

THE CHAIRMAN: Yes, I fully appreciate that, 

COMMISSIONER BROWN: When you are talking 
about government revenues and government taxation, 
to what extent is this evened up by the federal grants? 

HON, MR, DesBRISAY: You are referring to 
paragraph “..? 

COMMISSIONER BROWN: Paragraph 14, and table 
2, I guess it is, in the Appendix, You talk about 
your net general provincial and municipal revenue, 
To a certain extent, this its evened up, isn't it, by 
your federal grants? 

HON. MR, DesBRISAY: The equalization policy- 
the equalization formula applies only to three tax 


fields ~~ the three main tax fields, So, there ig a 
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Terente, Ontaric 
large area of tax fields which is not equalized. 

COMMISSIONER BROWN: Can you give any 
approximation on how your figures come up by the time 
you have. added in your tax equalization grants? 

MR, GALLAGHER: You are referring to the 
table at the, back? 

COMMISSIONER BROWN: Yes, 

MR. GALLAGHER: In that table we have 
ineluded,. for example, revenue items such as the 
Atlantic Provinces Adjustment Grant, 

COMMISSIONER BROWN: That is included? 

MR. GALLAGHER: That is included, yes. 

COMMISSIONER BROWN: I didn't realize that. 
It indicated these were percentages of net per capita 
taxation. 

HON, MR, DesBRISAY: Yes, that includes 
the Atlantic Provinces Adjustment Grant, 

MR. GALLAGHER: For the years in which we 
received it, during the period. We didn't get one 
in 1956, for instance, 

HON. MR. DesBRISAY: This showe 1956 to 
1958, but it would only be applicable to two years. 

COMMISSIONER BROWN: In paragraph 21 -- and 
this is @ small point, but I wae wanting to get it 
as we went along, just to clarify things in my own 
mind -- you say prior to December 31st, 1960 the 
province conducted the borrowing for the New Brunswick 
Electric Power Commigsion. Presumably it is still 
done under your direction, len't it? 


HON, MR. DesBRISAY: We have control of it, 
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yes, but they have a fiscal agent who develops the 
programme for them amd it is submitted to the government 
for final approval because we are the guarantor, but, 
in effect, they do all the development work in 
arranging the borrowing. | 

COMMISSIONER BROWN; I wonder if you could 
give us a bit of a picture of just where you consider 
the problems lie in your provincial borrowing? You 
make mention of the fact the province is not as well 
known as other provinces. 

HON. MR. DegBRISAY: Well, for a number of 
years the province has been trying to develop the 
American market -- to get better known on the American 
market, and there hag been a considerable amount of 
money floated on the American market. As recently 
as two or three years ago Mr. Gallagher and two or 
three other people were successful in having the 
Moody's rating raised equal to Ontario -- is that 
right? 

Could I ask Mr. O'Brien to come up here, 
Mr. Chairman, who is the Deputy Minister of Finance? 

THE CHAIRMAN: Yes. 

HON. MR. DesBRISAY: In any event, we had 
our rating raised. We have been anxious to develop 
the American market further because we found sometimes 
when we did need money the Canadian market could not 
handle our total requirements, and I am speaking of 
both our Power Commission and the Provincial Board, 
This was one of the reasons why we felt a separation 


would be better, and the Power Commission, until the 
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Nethercut &é Young = 1982 - 


Terente, Ontaric 
withholding tax, have been going.on the American 
market and we have become fairly well known by a 
programme developed over a period of years. We would 
like to feel at some future date that that market, 
or even at the present time, that that market would 
continue tonbe available rtovus.;pHave;,dsanswered 
your question? 

COMMISSIONER BROWN: . Yes, I think so, 

I was wondering to what extent you have algo adopted 
the same sort of programme in Canada among the 
Canadian institutions? 

HON, MR. DesBRISAY: We have, but I think 
we find 1t a little more, difficult»to, do in,Canada, 
waths the number: of; provincege in the competitive 
markets; wemfind;dtuprebably apbid more difficult 
to do in Canada than we would find in New York. 

COMMISSIONER BROWN; When you do go to the 
American market you mentioned something about a. 


rule-of-thumb-which you use in assessing whether 


itn dena £OOds thing: tO doy OF. NOs» 

HONg )Menuw bee BRIeaayY=: Well; thie: of course 
depends 4 gmeatwdeard. ony they nathonal: flscal. policy. 
We are talking at par and we would not consider anythin 
unde’. haifa: point. 

COMMISSIONER BROWN: Differential? 

HON. MR. DesBRISAY: Yes, talking at. par -- 
I-am talking on the basis of exchange rates remaining 
the way they were some» months ago.» Now the gituation | 
-- the same thing would apply even over a long term, 


and we are doing long-term stuff mainly in New York. 
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Nethercut & Young aa 1983 = 


Terente, Ontaric 
Over a long term a half a point can mean a great 
deal to us, 

COMMISSIONER LEMAN: What specifically 
would you like to happen to help your accese.to the 
American capital market? 

HON. MR. DesBRISAY: If we had access 
to the American market now on an equal basis as we 
have. in the Canadian market, we do part of our 
financing in the United States without interrupting , 
the Canadian market whatsoever for our municipal 
issuege, and we would not be interfering with the fe 
other provinces, and we have ede Gis dua tax 
now which, in ¢ffect, practically prevents us, from 
going to the United States. 

-COMMISS IONER BROWN: This only affects 
ber kRIn Srelnadanecueetiehes 

HON. MR. DesBRISAY: Mainly -- most of the 
people we deal with. 

_ COMMISSIONER BROWN: That would be the 
pension funds and the savings groups; it would not 
affect the insurance group? 

HON. MR. DesBRISAY: That is right. 

COMMISSIONER BROWN: You do give ug some 
figures about the proportion of your total spending 
and capital programmes that you are now covering 
by borrowing, but you. don't break down the programmes 
as between your current spending programmes and your 
capital Spear Is the,.implication that. a 
greater proportion of your capital proggammes are 


now covered by borrowing, or are your programmes 
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Nethercut & Young - 1984 - 
Trento, Ontario 
growing? You don't give us that picture and I was 
wondering if you could. 
HON. MR, DesBRISAY: Our percentage of 
capital programmes for borrowing is growing all the 


time. 


te 


I COMMISSIONER BROWN: “What is that percentage? 
HON. MR. DeSBRISAY: We don't have the 
percentage. We could give you an average percentage 
of the growth in ee pane number of years. 
COMMISSIONER BROWN: You are Bor Ene 
for half your capital programmes? 
HON. MR. DeSBRISAY: Oh, more than that 
now. We are probably around 60 per cent at the 
moment, but we have been below that up until Oacentt 


years. 


COMMISSIONER BROWN: How does your borrowing 


to the pergonal income per capita with other 
provinces? Can you give us those figures? Most 
provinces know what their per capita net debt ta: 
Some provinces claim they haven't got any at all. 
wate QUEER dH fReRs ae  Heeie ited 
available which indicate both the net and gross debt 
on @ per capita basis. We have experienced some 
difficulty in the definitions involved, so that in 
order to compare our net debt to the capital of the 
other provinces, the only real source of the qata™ 
would be the Dominion Bureau of Statistics, and an 
examination of those will indicate our per capita 


debt position would be among the highest in Canada -- 
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Nethercut & Young = 1985 = 


Terente, Ontaric 
riot ethextitehest: There ig at leagt one province 
higher thaMhoure @aubut this .ts trether -ai'd itt hewlt 
type of comparison to make because of the differences 
in concepts ag to what constitutes net debt -- what 
assets you apply against your gross debt. 

COMMISSIONER BROWN: I know we can get 
the figures from the Dominion Bureau of Statistics, 
but I wae rather anxioug to get them into this same 
context. 

MR. GALLAGHER: No, I don't have the 
publication with me, or the tables which we have 
used. 1 We could certainly ‘provide ‘them to you, 

COMMISSIONER BROWN: I was wondering if 
I could wing from your borrowing to municipal 
borrowing. I notice that you say that 90 per cent 
of: your municipal issues: are gold in New Brungwick. 
I suepect this Olsvativery high proportion Lor 
provinces other than Ontario and Quebec where the 
insti wtidonsa ave, centred.| Gemtesinly, 1 know it 
would be a very high percentage for a province such 
as British pede nit, and I wondered if you had 
considered encouraging the municipalities to go after 
the’ inet itution'market,. or is it because they can 
get a better price for their bonds locally? 

MR. O'BRIEN: They can get a better price 
locally. 

COMMISSIONER BROWN: So the institution 
field is not one that has yet been fallen back on? 

MR, O'BRIEN: It would cost more. 


COMMISSIONER BROWN: But it is tnere -- that 
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Nethercut & Young —) 1986 a 


Terente, Ontaric 
L2 nes point . 

MR. O'BRIEN: It, is there, but. it. would 
cost the municipalities a half to three-quarters of 
one per cent more. There geems. to be no demand 
for our. municipalities in the Upper Canada marke t 
due.to the fact the yield is lower than, our fees 
down bere. 

COMMISSIONER BROWN: That is the point 
I am trying to get at, because there ig no real point 
abdout Fours bnateine.e capiial ieasue . 

MO BRIMNS:  THere would be. if. the 
provincial government, stepped. into, the picture. 

COMMISSIONER BROWN: You mentioned generally | 
the provincial government sinking fund moving: into | 
the. municipal bond market: Do they do tnis on all 
iggues or just on guarantees? 

MR. O'BRIEN: Every issue. 

COMMISSIONER BROWN: To what extent? | 
I did not ecakchsthat..Jdast.phrage., 

MR. O'BRIEN: We buy at least 5 per cent 
of every issue that comes out and in some cases as 
high ag.20 per cent. -I all déperids on the tharket~ 
ability of these bonds. 

| COMMISSIONER BROWN: What sort, .of criteria 
are used? 

MR. O'BRIEN: Well, there is no set criteria, 
if. £or, imetance, the City a Verioton made an issue 
and it was $1 million and it was selling very slowly 
and if some of the other municipalities we “knew were 


going to come on the market we would try to pick up 
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Nethercut & Young - 1987 - 
Terente, Ontaric 
the glack in which case it could amount to about 
20 per cent. We do not let anything over-hang the 
market’. 

COMMISSIONER BROWN: In terme of your own 
provincial bonds and your own provincial sinking 
funds’ ‘and other investment funds to‘what“extent~ does 
thi# taking" Up of municipal. bond2#.affect. the avail- 
ability of’ thoge” funds Tor assisting your” own 
provincial issues? 

MR. O'BRIEN: Well, there would be that 
much’ lese* that’ we would’ have’ to S'pend~on~ our: own’ issues 
if we had to’ finance the’ municipalities: 

COMMISSIONER BROWN: JI realize it would 
be lees but how much’are these municipal issues 
relative to your provincial issues in any one year -- 
halt or the’ totel:'er.'thes provincial ‘reeues ? 


MR. O'BRIEN: No, they would not run half, 


COMMISSIONER BROWN: This is the total of 
the municipal issues I am talking about. 

MR. O'BRIEN: I would say they run about 
L5*‘ore 2O “pe r* cent, 

MR. GALLAGHER: We were interested in trying 
to find out some of this for ourselves, that ig, the 
total size of municipal borrowing. Quite frankly 
we have been unable "to do *o with ary kind “of 
etatietical precigion. ‘Obviously, ourestimate ‘or 
90 per cent of municipal bonds being absorbed within 
the province ig only an estimate and ig not an estimate 


that we can support with a fine precree calcitratror. 
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Nethercut AG Young = 1988 oa 


Terente, Ontaric 
They iuet ere moles tlable, the kind of @tetierics 
of this type as far as New Brunswick ig concerned. 
So we formed these estimates which are based on 
some rather detailed discussions with people who are 
pretty intimately involved in this particular form 
of finaneing. This is a.sort, of concensus rather 
than an estimate. 

COMMISSIONER BROWN: But you must have 
figures on what your total issues are in the year 
in comparison with municipal issues. The Department 
of Municipal Affairs would have that information. 

MR, O'BRIEN: We can obtain that. 

COMMISSIONER BROWN: The point I am trying 
to get at is I get rather a picture that as far as 
your quntdames ites ate concerned they have no 
problem in borrowing money and they have a reluctance 
to go to the central market becauge of an increased 
rate there but they could go there because the market 
has not been tapped yet if it were not for this 
reluctance to pay higher rates, 

HON, MR, DegsBRISAY: We have made some 
attempts at investigation in going to the outside 
markets as recently ag during the oe crane Some 
of our people made a visit to some 50 oda people in 
the central. part..of, Canada. who uy imunicipal issues. 

THE CHAIRMAN: Up until then it perhaps 
was not necessary to go further; you were getting 
along very well with the local sources of supply? 

HON. MR,.-DesBRISAY: Yes. 


THE CHAIRMAN: ut now I Suppose your capital 
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Nethercut & Young - 1989 - 
Terente, Ontaric 
expenditures. are increasing at° a’ greater rate than 
formerly? 

HON. MR. DesBRISAY: That is right. 

COMMISSIONER LEMAN: Mr), DesBrisay in 
paragraph 18 in the last sentence you say: 

"The Province hag; ag well; dealt 
privately with two’and sometimes three 
Syndicates on:a highly competitive basis." 

Were these syndicates comprising some national houges 
and houses dealing across the country? 

HON. MR. DesBRISAY: Oh yes, all these 
Syndicates and our borrowing that has been done are 
with national concerns and the syndicates are compriged|, 
Some 90 per cent of the people are national in scope. 

COMMISSIONER LEMAN;: What are their views 
as to the limitations for New Brunswick in the central 
market? 

HON. MR. DesBRISAY: They feel that there 
igs a good demand and we are being quite successful 
with our .fboatations and we have done some promotion, 
shall I say, on New Brunswick bonds in the central 
market. We have been very fortunate which I think 
ig obvious by the borrowing we have done in the past 
number of years. We have not been out of line. 

COMMISSIONER LEMAN: I got from what you 
have told us already that in the municipal field you 
feel the yield for municipal bonds sold in the New 
Brunswick market ig generally lower than if you 
had to market these municipal bonds in the central 
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Terenta, Ontario 

MR’. O'BRIEN? ‘“That’te rignt,'Tlese eost 
to the muntetpaltty. 

COMMISSIONER LEMAN: But for provincial bonds, 
would you say it was the other way around, that you 
Cant tre t, 1a ee y leigh you chad waecere. tho. cre 
central martet than “Lf you had to sell all your 
bonds in the New Brunswick area? 

HON. MR, DeSBRISAY: Oh yes, we could not 
gell our bonds in New Brunswick solely -- in New 
Brunewick or for that matter in the Atlantic 
provinces. We would have to depend on the national 
and central markete. 

COMMISSIONER LEMAN: That is why I think 
Mr. Brown was trying to get the proportion of what 
are your total provincial and municipal borrowings. 
Le-séeemed“ariietle Sk¥raocrdinary that, ae you said, 
you thought the provincial borrowings would represent 
only one-quarter or one-fifth of the municipal borrowings 
in one year? 

MR. O'BRIEN: It varies from year to year. 

HON. MR. DesBRISAY: Somebody is getting 
those figures for us, the percentage and the relation- 
ship between provincial and municipal borrowings. 

COMMISSIONER MacKEEN: May I interject 
here with reference to municipal’ borrowings? Have 
“your municipal securities any particular advantages 
in the province in terms of the definition of trustee 
Ee curities’ ete:.? 


MR. O'BRIEN: They are all trustee investmentg, 
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Terente, Ontario 
COMMISSIONER MacKEEN: Was this one of the 
thiaes that enabled them.to.gell at a better price 
relevant to the national markets whereas your 


provincial securities, I take it, sell on-a national 


MR, O'BRIEN: The fact..that a pergon 
investing hig money is more familiar with the bonds 
that they are buying -- they do not like to buy, I 
imagine they would not want to buy Something they 
did not know anything about. 

HON. MR, DesBRISAY: Perhaps I might ada 
we Suspect it may be somewhat of a tradition, 

ME OLB EN to Haine ol tLe atipad Lt toma.) 
in the Atlantic provinces when it comes down to that. 

COMMISSIONER BROWN: You guarantee. school 
district bonds, do you? 

MR. O'BRIEN: Some. 

COMMISSIONER BROWN: Just some? 

MR, O'BRIEN: Yes. 

COMMISSIONER BROWN: And some municipal bonds 

MR. O'BRIEN: There are no municipal bond: 
guarantees, gir, 

COMMISSIONER BROWN: What ig the criteria 
for guaranteeing a school district issue? 

MR. O'BRIEN: I believe it is the consolidate 
districts --- 

HON, MR, DesBRISAY: It is consolidated for 
Specific school purposes. 

MR. O'BRIEN: Having a bunch of school 


districts together ang consolidating them, 
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Terente, Ontaric 


COMMISSIONER BROWN: But gome gchool 
districts are not. guaranteed? 

MR.¢ O'BRIEN: That £6 vaghdt,) siz. 

COMMISSIONER BROWN: . How about industrial 
corporations, do you guarantee some of those? 

HON. MR, DesBRISAY:». Yes. 

COMMISSIONER BROWN: What is the criteria 
there? 

HON. MR. DesBRISAY: Primarily for economic 
development. If the bond market ig not satisfactory 
to the potential borrower and he can borrow at an 
Obviously lower rate of interest by provincial 
guarantee, the government has on occagion guaranteed 
corporate bonds with a. view to economic development 
within specifieé areas of the province. 

COMMISSIONER BROWN: Have you found that 
thishaffeetstyour\own creditaratingvattail? 

MR. O'BRIEN?) (Notoag' aerule, 

HON. MR, DesBRISAY: I think it can be 
carried to extremes. We do not do it to any great 
extent. On the over-all. issues it is very small 
percentage-wise. While there are a number of them 
they are relatively small in size, 

COMMISSIONER BROWN: I gather you have not 
gone into the parity bond market yet? 

HON. MR. DesBRISAY: No. 

COMMISSIONER BROWN: What are your thoughts 
on this? 

HON. MR. DesSBRISAY: I will ask Mr. Gallagher 
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Terente, Ontaric 

MR. GALLAGHER: I believe Mr. O'Brien will 
agree that we have essentially a couple of points on 
this type of financing that we would like to see 
a bit clearer before we move into the field. We have 
been watching very carefully the experience of a 
couple of the western provinces that have been us ing 
this type of financing, They have been getting some 
rather interesting results especially in terms of the 
amount of money they have beén able to get out of 
this market and we are a bit concerned about interest 
rate redemptions. These might vary from year to year | 
and we feel our policy to meet such redemptions might 
be strained. Until we have some clearer picture 
this is one of the major factors in keeping us out 
of this type of financing. 

The ‘other faction Le p'to our “iid, related 
to theeffect this type of financing by the province 
would have on local municipalities and if it would 
make it more difficult for the municipalities to 
finance, I think essentially these are the two 
important considerations. 

The Minister just mentioned the federal 
government have developed the policy of staying out 
of the long-term market and leaving the short-term 
market to the provinces and I think we are possibly 
inclined to respect this wish. 

COMMISSIONER BROWN: You mean to leave the 
long-term to the province? 

MR. O'BRIEN: Yes, they are taking the short. 


COMMISSIONER BROWN: You said the ghort, 
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MR. GALLAGHER: I am gorry, we are inclined 
to stay out of the short-term market and respect this 
wish on their part. 

The ratio of the municipal annual borrowings 
to both provincial and power commission added together 
would be in the order of about one to three. In the 
total in recent years this would be around $10 
million to $12 million for the municipalities and 
approximately something around $30 million for the 
province and the power commiggion. 

COMMISSIONER LEMAN: Did you ever. talk 
with any federal authorities about whether it would, 
bother the federal government at all if you went into 
the short-term market? You seem to have the 
impression that you have something fairly holy to 
respect and it is a question of them being in the ghort 
4nd you in the long? 

| HON. MR. DesBRISAY: That is one of the 
anor reasons we have not gone into it. 

MR. GALLAGHER: It is third in order but I 
find the federal government are in a position to 
enforce the holiness of their wishes. 

COMMISSIONER LEMAN: But do you think they 
would mind at all? Did they ever express this thought 
to you? 

MR. GALLAGHER: I have had this thought 
expressed by officials, possibly officials expregsing 
in an unofficial capacity but this seems to be the 
feeling, that they have, that the federal government 


stays out of the long-term market and that the province 
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Nethercut & Young - 1995 « 
Terente, Ontario 
should in some way reciprocate. I do not think they 
would be disturbed if we borrowed $5 million or $6 
million on a short-term, ~It should not bother 
them particularly but if Ontario established this 
policy it might well affect them. 
COMMISSIONER LEMAN;: Is there something 
of a parallel here? You see, if the federal 
government chooses to exploit one market and are 
having the provinces exploit another market which 
I gather is in some way the same vis-a-vis your 
municipalities, you are trying to stay out of their 
markets if they have a good market and you would try 
not to epoil that market for them by trying to 
get your money elsewhere if possible, igs that it? 
MR, GALLAGHER: I think that would be a fair 
statement. 
THE HON. MR. DesBRISAY: To some extent. 
COMMISSIONER GIBSON: Do Canada Savings 
Bonds cut into the market for municipal securities 
in New Brunswick? I am thinking of your desire to 


not affect this market by trying to sell parity 


bonds there. Have the Canada:.Savings Bonds cut 
into thie market? 

MR, O'BRIEN: They have, yes. 

MR. GALLAGHER: This is obviously one of 
the big incentives for the province to get into the 
field to see if it would@‘not bé possible to divert 
Some of the flow that now goes into federal savings | 


bonds into-ovvr-own, 


COMMISSIONER MacKEEN: Turning to Appendix A, 
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Nethercut & Young ~ 1996’ ~ 

Terente, Ontarie 
page 52, where you.go into'the New Brunswick Electric 
Power Commission quite thoroughly, from that you 
have issued money to the extent of $65 million which 
was iturned loveryto them. orlThempctiiere is the Swies 
france loan which I presume would produce about 
$5 million? 

MR. GALLAGHER: $4.43 million. 

COMMISSIONER MacKEEN: And $40 million of 
the iz own bonds which hag been the recent policy 
or a total of approximately $109 million. Have you 
taken advantage of the federal government's offer 
to make advances for electric power production? 

What percentage would that be of the total shown here, 
the $40. million? 

MR, GALLAGHER: I am not certain of the 
precise percentage it would be to date but rather 
a small proportion because all we have financed under 
the federal scheme are these transmission lines 
primarily but this percentage will grow as we extend. 
We will be financing our Grand Lake thermal plant. 

COMMISSIONER MacKEEN: That will be thermal 
rather than hydro? 

MR. GALLAGHER: It will be coal using thermal 

COMMISSIONER MacKEEN: ThesSaint John terminal, 
you. did not finance any of that federally? 

MR. GALLAGHER: No, we were not able to do 
this. This was not pogsible once the decision was 
made to instal oil burning. 

COMMISS IONER MacKEEN: It is only for coal, 
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Terente, Ontario 


; MR. GALLAGHER: Right. 

; COMMISSIONER MacKEEN: Was the Swiss loan 
- on a more favourable basis than you could have got 
* it in the United States or Canada? 

° MR. O'BRIEN: At the time the loan was 

6 made , yes @ir. 

7 COMMISSIONER MacKEEN: I was just a little 
6 Curious! about! that. You got an appreciably better 
9 rate? 

10 MR. O'BRIEN: About one-half of one per 
11 cent; 

Le COMMISSIONER MacKEEN: When you guarantee 
13 a school issue does that go out on approximately the 
14 fame rate as the province's own bonds, a quarter 

15 or half a point higher rate or something of that 

16 order? I notice a lot of .items there. 

17 MR. O'BRIEN: About a quarter of one 


per“cent 

COMMISSIONER MacKEEN: Difference? 

MR. O'BRIEN?» ) Yeas. 

COMMISSIONER MacKEEN: You do not do that 
in the case of every school? 

MR. O'BRIEN: No. 

COMMISSIONER MacKEEN: Just where the 
School isiin. diffleulties\ or finde.it diffieult- to 
finance or how do you differentiate? 

MR. O'BRIEN: There are just certain school 
districts that require it and that it ig applicable 
TO, 


COMMISSIONER MacKEEN: Well, they probably 
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Nethercut & Young - 1998 - 
Terente, Ontario 
get a better rate on that basis than they would if 
they borrowed independently, wouldn't they? 

MR. O'BRIEN: Oh yes. It ig where there 
is a consolidation of school districts and in the 
majority of cases it is poor districts going in 
With good districts and working out --- 

COMMISSIONER MacKEEN: Something just 
under $10 million? 

MR. O'BRIEN: Oh yes, 

COMMISSIONER BROWN: I gather that high 
interest rateg have not Stopped your borrowing? It 
means you have had to pay excessively in interest? 

HON. MR. DesBRISAY: Yes, our timing has 
been controlled by interest rates. 

COMMISSIONER MacKEEN: Have you delayed 
projects because of high interest rates? 

HON. MR. DesBRISAY: There are certain 
areat, yee, where we have retrenched because of high 
interest rates, or postponed the programme, But, the 
answer to the first question is that we are us ing 
considerably chartered banks as an overdraft position, 
and we use this continually. 


COMMISSIONER BROWN: [In the hope of financing 


HON. MR. DesSBRISAY: [In the hope of lower 
interest rates, 

COMMISSIONER BROWN: Have you at any time 
changed from capital intensive type of development 
for your electric power to a less capital intensive 


type because of high interest rates? 
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Nethercut & Young - 1999 - 
Terente, Ontaric 

HON. MR. DesBRISAY: Not during my time. 
COMMISSIONER LEMAN: How high is "excessive"? 
HON. MR. DesBRISAY: That is a good question. 
THE CHAIRMAN: I am just noticing, Mr. 

Treasurer, at paragraph 30 in your brief you say -- 

and this is just the last part of the paragraph: 

"It is very easy to conclude that 
funds are always available if you are 
willing to pay the cost; however, in 
the period following the Conversion Loan 
operation the province, after consultation 
with investment people, formed the judgment 
that the Canadian market would rather not 
meet its needs. We were not any happier, 
because we knew that an issue at 8 or 10 
per cent would be acceptable." 

I was wondering what comments you might have to make 
about that. Could you expand on that a little bit? 
8 or 10 per cent -- what would that relate to? 

HON. MR. DesBRISAY: At that time it was 
felt that an issue could be placed on the market at 
a very high interest rate. 

THE CHAIRMAN: Yes. 

HON. MR. DegsBRISAY: And I think the figure 
of 8 or 10 per cent is used to give an indication. 

THE CHAIRMAN: But would you seriously 
consider that under the circumstances? 

HON. MR. DesBRISAY: No, we would not. 

THE CHAIRMAN: I wasn't sure what the 


implications were. 
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Nethercut & Young - 2000 - 
Terento, Ontaric 

COMMISSIONER MACKINTOSH: I think the 
sentence would be clearer if it read, "The fact we 
could issue at 8 or 10 per cent did not make us 
any happier.” 

THE CHAIRMAN: Yes, I thought it would be 
something of that kind, because I didn't imagine 
you were seriously considering borrowing at that 
rare. 

COMMISSIONER LEMAN: You are referring to 
&@ period of what there -- six months? 

HON. MR. DesBRISAY: Six or eight months. 

COMMISSIONER LEMAN: This was a rather 
unusual event: The Conversion Loan period hag not 
been typical, has it? In other words, New Brunswick 
was not alone in deciding whether it was better to 
Etay out at that time? 

MR, O'BRIEN: No, no, we were not. 

COMMISSIONER GIBSON: Have you ever had 
circumstances in modern times like that particular 
period where you could only borrow money at what 
yousregard ias prohibitive rates? 

MR.oOO'BRIEN: Yes. 

COMMISSIONER GIBSON: In other circumstances 
than that? 

HON. MR. DesBRISAY: We had some recently. 

COMMISSIONER GIBSON: That would be the 
period in 1959? 

HON. MR. DesBRISAY: Yes. 

COMMISSIONER GIBSON: Was that comparable 


to the period of conversion in the difficulty of 
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borrowing? 
MR. O'BRIEN: « Yes. 
GIBSON: How long did that 


COMMISS IONER 
I would say very nearly a 


period last? 
MR. O'BRIEN: 
So you have had two 


GIBSON: 
period at leagt where you 


year. 
COMMISSIONER 


periods in the postwar 
have found it extremely difficult to borrow -on the 


Canadian market? 
MR. O'BRIEN: Very, very hard, yes. 
COMMISSIONER GIBSON: During these periods 
have your pgorammes been cut back or deferred 


Substantially -- your provincial programmes? 
They were cut back. 
Gut back or deferred, 


MR. O'BRIEN: 
COMMISS IONER GIBSON: 


or both? 
MR. O'BRIEN: Both, 
COMMISSIONER GIBSON: What would be the 
main phenomenon that this great difficulty of getting 


money would cause -- a deferment or cutting certain 
They would defer them with 


things right out? 
MR. O'BRIEN: 
the anticipation of the interest rate coming down, 


COMMISSIONER GIBSON: But if you defer this 


It depends on the 


kind of expenditure do you ever catch up, or doeg 
it juet mean everything is moved back? 


HON. MR, DesBRISAY: 
programme being deferred. Certain programmes can be 


picked up and others would probably take many years 
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Nethercut & Young - 2002 - 
Tercnte, Ontaria 
toLreateh wp ‘and ever catch up probably. But on 
the other hand, the ones, I ibelieve, that were 
deferred could! be: picked ‘up. 

COMMISSIONER GIBSON: What you are suggesting 
here is that you have had two particularly difficult 
financial periods when tight money has had an 
effect to some extent on spending programmes. Have 
there been any other periods when those fairly high 
interest rates, rather than difficulty in raising 
money, have checked capital financing programmes? 

MR. O'BRIEN: At the present time we would 
hesitate about going on the market. One does not 
know. There is no stabilization in the interest rates 
on bonds now. 

HON. MR. DeSBRISAY: We have experienced 
it to a minor degree over the last couple of years +- 
Sporadic periods. 

COMMISSIONER GIBSON: Would you think your 
experiences any different from that of most other 
prowLnee ®,| helt us csay? 

HON. MR, DesBRISAY: Probably a little more 
extreme, yes. By looking at bond sales and the 
prices, ours has been a little more extreme at this 
end of the country. 

COMMISSIONER GIBSON: A little more variation 
in market conditions? 

HON. MR. DesBRISAY: Yes. 

COMMISSIONER GIBSON: And this ig basically 
why you put so much emphasis in your brief on the 


importance of the American market, go you have some 
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Nethercut & Young - 2003 - 
Terente, Ontaric 
kind of safety valve? 

HON. MR. DesBRISAY: That is correct. 

COMMISSIONER LEMAN: Is it possible to get 
from you either some precise statistics or just your 
opinion, maybe, as to what would happen to the 
municipalities during those same periods? You say 
they are exploiting mostly the New Brunswick market, 
ang it is fairly isolated, and they do get lower 
yields than they would get elsewhere. What heppened 
to them during these periods when money wage tight? 

HON. MR. DesBRISAY: In the most recent 
periods, I was referring to the ones as major as the 
ones previously referred to. The same thing is going 
to happen in New Hunswick. I beleive it is correct 
to Say there have been cases where municipalities 
have deferred programmes and deferred going into the 
market. We don't know the extent of this. This ig 
an opinion. 

COMMISSIONER LEMAN: But you see, what I woul 
like to elicit from you Ls’ thte:’ You seem to argue 
here in your brief for gome insulation from restrictive 
monetary policies applied nationally, but if New 
Brunswick as a province wants to borrow on the national 
capital, it is impossible to insulate you from that, 
isn't it? It may be possible to try and’ insulate you 
from such restrictive monetary measures if New Brunswic 
itself felt it could isolate itself. Even in periods 
of high interest rates, gay in the central provinces, 
you can still have reasonably lower interest rates 


in New Brunswick, but not if you want to exploit the 
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national capital market. 

MR, GALLAGHER: I think there would be 
Some difference between insulation from the effects 
of a restrictive monetary policy and insulation from 
the policy itself. I think what we had in mind, 
in the government submission, was that as a short 
term, as an interim measure, because of the rather 
extreme impact of national policies and credit 
restraints, that it would seem appropriate to 
develop some form of selective instruments which 
would enable, say, the provinee to continue to finance 
its requirements. This could be done in a number 
of ways, obviously, but what we had in mind, for 
one case, is that the federal government would open 
up a number of federal government accounts to the 
provinces and municipalities who were experiencing 
restraint. This would be a form of monetary policy, 
but would be exercised through the government of 
Canada rather than through the bank. 

COMMISSIONER GIBSON: On this question of 
the effect of interest rates and to what degree they 
cause deferment of spending programmes, could you 
give us any estimate of how much the provincial 
government's spending programmes ~- what proportion 
of the provincial government's capital programmes 
were deferred in the»twocpertiods of difficult 
financing to which you particularly refer? Would it 
be one-quarter of the programme or one-third? 

HON. MR. DesBRISAY: I must point out I only 


came into this office in 1960, and I think the two 
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pexiods.we.are talking about are before that, 

MR, O'BRIBN:. They had to neglect the 
secondary road@, because we were giving assistance 
for the Trans Canada Highway. Naturally, they were 
Spending the money on that, and the Trans Canada 
Highway -- because they were only paying 25, and 
in some cases only 10 per cent .-- and it neglected 
their, secondary roads, and that. cost igs coming back 
onto ug now. 

COMMISSIONER GIBSON: So, the tendency 
was to go ahead with things where there was a 
Substantial outside sharing? 

MR. O'BRIEN: Substantial outside Pan 

COMMISSIONER GIBSON: Yes, and cut back 
the things you had to pay entirely yourselves. 

MR, OfBRIEN: . Yess 

HON. MR. DesBRISAY: On some portions of 
the Trans Canada Highway there wag 90 per cent 
federal government participation, 

THE CHAIRMAN: Were you able to step up 
your Trans Canada programme at that time? 

MR. O'BRIEN: Yes, we were, 

THE CHAIRMAN: You stepped up your Trans 
Canada programme and cut down the other? 

MR, O'BRIEN: Cut down on the secondary -- 
what we call secondary permanent roads. 

THE CHAIRMAN: So your over-all programme 
was not affected too much. 


MR. O'BRIEN: They neglected it and now 


it is going to cost a lot of money to put it back into 
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shape again, 

THE CHAIRMAN: But you had the benefit 
of your Trans Canada programme in the meantime, 

HON. MR. DesBRISAY: From the employment 
point of view, veasonen from an economic development 
point of view we are now reaching into some 
industrial areas and we have to provide roads other 
than under the roads to resources programme. 

THE CHAIRMAN: And the expense falle entirely 
upon the province? 

HON. MR. DesBRISAY: 100 per cent. 

COMMISSIONER GIBSON: How about the effect 
on the municipalities? You implied, Mr. O'Brien, 
the municipalities hag to cut back quite a little 
when money was tight, and would this involve a 
sizeable part of their capital programmes? 

MR, O'BRIEN: That I couldn't angewer, 
but I have every reason to believe they did, and 
now they take advantage of this winter works 
programme. 

COMMISSIONER GIBSON: I get the impression 
in reading your brief that you believe, although you 
don't develop it very far, that the municipal 
capital expenditures are more sensitive to interest 
changes than the provincial empenditures. ‘Whyets 
this ?--Is-it becaude they are smaller, because 
the taxpayers are more sensitive to changes in rates? 
Would you elaborate on this a little bit? 

MR, GALLAGHER: First of all, this was a 


proper impression which you developed, that the 
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municipalities are more sensitive. This goes back 
to a number of cases during the latest period of 
restriction. There are some municipalities who 
were unable in their view to obtain the kind of 
money they wanted for a particular programme -- to 
instal a Sewage system or something of this nature. 
Inveome cages they decided, rather than°proceed, 
they would defer the programme. At the municipal 
level, particularly in the small municipalities, 
rather a substantial increase in interest charges 
ean affect the tax rate almost immediately, and 
geome municipal councils are reluctant to have this 
happen. 

COMMISSIONER GIBSON: You think there is 
real response when this happens? 

MR. GALLAGHER: I feel this ig based on 
the experience of some of the municipalities a couple 
of years back. Again, there are other factors: 
The market for their financing is extremely narrow. 
It is pretty much limited to the province, so they 
don't have the benefit ofthe broader market. 

COMMISSIONER GIBSON: This may not be a 
disadvantage in a period of real restraint, because 
I get the impression the local market is perhaps 
less variable than the national market --~ indeed, 
from some of the things you have said. 

MR. GALLAGHER: As we have indicated, that 
is a choice in terms of how they invest their money. 
A lot of the small investorg in New Brunswick would 


invest on the basis of reagongs other than economic 
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reasons. There would be some tradition involved. 
The ‘degree to which you can pursue this line of 
thinking in periods of very severe credit restraint -- 
I would not have a conclusion on that, 

HON. MR. DesBRISAY: Mr. Chairman, if you 
would Like to pursue this municipal financing further, 
I would ask the Deputy Minister of Municipal Affairs 
to come. 

THE CHAIRMAN: It would be helpful. In 
a few moments we will have a recess, and after that 
he may be available. 

HON. MR. DesBRISAY: Yes. 

COMMISSIONER BROWN: Could I ask a slightly 
hypothetical question: In your brief you ask for 
closer co-operation between the dominion and 
provincial authorities on this estimate of future 
monetary policy and so forth. What is your reaction 
going to be if as a result of such consultation 
you find out that the estimate of the central 
authorities is that monetary restraint is going to 
have to be practiced and interest rates are going to 
go up? What are you going to do when you are told 
this? | 

HON. MR. DesBRISAY: This would be inevitable|l, 
If it is inevitable there is not much we could do. 

I think for the first time last year at a premiers! 
conference, we now have gome co-ordination amongst 
the provinces: The premier ig responsible to notify 
the others what their borrowing is going to be during 


the year and their approximate timing. We have it 


inter-provincially now, and we find it very effective, 
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We do know now when the other provinces are going 
on to the market, and this ig very important, and 
this was developed as the result of a series of 
premiers' conferences. We think something along these 
lines may be developed on a federal basis. We don't 
know when the monetary policy of the federal 
government -- when they are going to go out on the 
market. We have no indication. We might clash 
fometimes when there may be''no need of Ety’and- it 
could very well be avoided with advance information. 

COMMISSIONER BROWN: In this provincial 
co-operation that is now going on, do you find this 
has any tendency for people to try to get ahead of 
other people? 

HON. MR. DesBRISAY: It has not worked 
that way at all. There has been a great gpirit of 
co-operation, because everybody realizes they are 
in the same boat and we must help, and we feel we 
would be very foolish to do that. We know a certain 
provinee is going on, and we would try and stay off 
the market for that period of time, and we feel this 
works both ways. 

COMMISSIONER MacKEEN: At one period of 
very tight money prior to 1932-1933, the provincial 
governmenté and the municipalities -- certainly the 
larger ones -~ all had requirements. This was before 
the Bank of Canada was formed, of course, and the 
Department of Finance set up a committee known ag 
the Orderly Market Board, and the function of that 


board was to canvass all the provinces finding out 
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what their requirements would be over a 12 month 
period, and then bring out issues in rotation ag the 
market absorbed them. Is that something of the idea 
you have in mind? 

HON. MR. DesBRISAY: Very much so. 

COMMISSIONER MacKEEN: It worked for about 
two years and then due to the fact .that-it did not 
comprise all the investment house®, the ones that 
were on the outside complained they were not getting 
their proper share and it broke up, that the need of 
it was more or less past and some of the would-be 
borrowere thought they were being charged too high 
rates by this one body that governed the marketing 
of bonds. .:So that®*there*are difficulties attached 
to it but it might be worthy of consideration. I 
think that is probably what you are thinking of in 
your brief? 

HON. MR, DesBRISAY: Yes. 

THE CHAIRMAN: We will now adjourn for about 
10 minutes. 

(At this point a short recess was taken). 
--- Upon resuming. 

HON. MR. DesBRISAY: Mr, Chairman and 
gentlemen, Mr, Allen, the Deputy Minister of Municipal 
Affairs, is with us if you would like to have him 
answer Some questions. 

COMMISSIONER GIBSON: Perhaps, Mr. Chairman, 
I might pick this up. I was asking Mr. DesBrisay 
and Mr. O'Brien about how far tight money or difficult 


credit conditions affected the capital spending 
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programme of the municipalities. We were first 
asking about the provincial government and then the 
municipalities. It was suggested that the 
municipalities were perhaps more affected by tight 
eredit conditions, higher.-interest rates, the 
difficulty of raising money than even the province 
ad woke we were trying to determine was how it 
affected the municipalities and to, what extent and 
in what sort of circunstances. 

MRy~ALLEN:, Itsis very difficult to give 
an answer to whatrextent .;,.1)think.most,of.us are 
quite convinced in our own minds that what hag been 
Said is verywwveryotrmue pp reabt)does adversely affect 
the «municipal investments, more so,.likely.,than .the 
province, We regret that we do not have accurate 
stat letics.to baek up our thinking on it. 

Right now, of course, the bond market being 
Yeryomecd; there does not geem to be any great 
disadvantage at all but a year or a year and a half 
ago some of the municipalities were not borrowing when 
they perhaps should have been borrowing to put in 
very badly needed services such as water and Sewers 
and these..things have been,.delayed.for a,couple of 
years to the disadvantage of the municipalities, 

COMMISSIONER GIBSON: And you would say 
the tight conditions in 1958 and 1959 led to delays 
in capital needs for as much as a couple of years? 

MR. ALLEN: I think it has without doubt. 

COMMISSIONER GIBSON: Would this affect 


a Sizeable portion of the municipal works that were 
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planned at that time? 

MR. ALLEN: It has affected mostly our 
cities and to a lesser extent perhaps our towns. 
Iido‘nokt think it’ has had any great adverse effect 
upon’ the-school board®, particularly,’ but it certainly 
has for straight municipal servicee in our cities 
and to a lesser- extent in our towns. 

COMMISSIONER GIBSON: Would you ever catch 
up with that or would the whole programme fall back 
a year or two? 

MR. ALLEN: I think there is a very strong 
tendency to fall back to gome extent. 

COMMISSIONER GIBSON: So the effect of tight 
credit conditions is actually to permanently reduce 
Spending; in other words, you do not make that up 
but you carry on? 

MR. ALLEN: It is bound to be affected 
permanently. 

COMMISSIONER GIBSON: We have been talking 
about the extremely difficult credit conditions, the 
tight period in 1959 and the period after the 
Conversion Loan. What about the present situation, 
for example? Is the present structure of interest 
rates to any extent impeding municipal improvements? 

MR, ALLEN: No, I would say definitely not 
at the present time, definitely not. Some of the 
smaller municipalities are using this year to catch 
up but I still think there is bound to be a period 
of delay regardless because our municipalities are 


very conscious of spending money. It all goes back 
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to the taxpayer. 

COMMISSIONER GIBSON: When interest rates 
are high: does this produce substantial resistance 
on the part. of the local taxpayers; in other 
words, how does this business of higher interest 
rates work in cutting back programmes? 

MR. ALLEN: Well, the municipalities just 
will not borrow. 

COMMISSIONER GIBSON: They just do not 
borrow. Why don't they borrow? 

MR. ALLEN: Because they feel that it is 


costing too much. They are always hoping for a brighte 


Py 


day aheag when they can borrow money at better rates. 
| COMMISSIONER GIBSON: And do they feel it 

ig costing too much because they do not want to 
present a higher tax, bill, to: their citizens or tis 
iti gust that. itis costing too much? 

MR, ALLEN: They feel it is costing too 
much but they algo do not want to presenta larger 
tax bill to; the.peoplel» I noted, one municipality 
last week who are doing their level best to put a small 
lesue of bonds on the market and yet they are determine 
they are going to do their best to keep the same rate 
of taxation they had last year and their assessment 
is so low that an increase of $1,000 would put their 
tax rate up by about 10 cents. This they feel they 
cannot do. 

COMMISSIONER BROWN: Who makes the decision? 
Is it the council who makes the decigion? 


MR, ALLEN: The council in the towns and 
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cities make the decision and the town and city school 
boards, if it is a echool board and in the rural areas 
the authorization must be voted by the ratepayers. 

COMMISSIONER BROWN: My question really 
wae is it council that makes the decision or is it 
the ratepayers by turning down the by-law? 

MR, ALLEN: In the rural areas of the school 
boards if the ratepayers turn down the authorization 
the matterrends: then and theres. jIncournstownuand 
ecétyrsehool or councll the matter is not even referred 
to the ratepayers; ‘the decision is entirélyrforsthe 
council. 

COMMISSIONER BROWN: So it is a question 
of the councils making a decision that the interest 
rates are too high to put the by-laws rather than 
of putting by-laws and having them turned down by the 
ratepayers because the ratepayers consider it too high. 

: COMMISSIONER MACKINTOSH: The ratepayer has 
redress by .votjimg sout tthe teound £1 ¢ 
BR MR. ALLEN: That is so. 

THE CHAIRMAN: If. the interéet rate lava 
little higher than normal it would add a slight 
inerease to the taxes but a large increase in the 
taxes is coming from the project itself, large capital 
charges as well as the interest rate, 

MR. ALLEN: Oh yes, there ig no doubt about 
that. . 

THE CHAIRMAN: If the tight money causes 
the increase in the interest rate of one per cent, 


we Will say, that would add something to the burden but 
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the big burden would be the’ rest of the interest 
whatever it might be, whether 4 per cent or whatever 
Lt MLENt “pe 2? 

MR. ALLEN: “That is right. 

THE CHAIRMAN: Plus the charges for the 
capital depending on how they are: managed. 

COMMISSIONER MACKINTOSH: Has there been 
any tendency to compensate by extending the term 
of the borrowing in a bid to’ reduce’ the’ annual 
charges? 

MR, ALLEN: Yes, that te so.’ There’ 1s a 
tendency now for the munictpalities to try and 
amortize over a 40-year period which they can do much 
better than gay on 20 or 25 years. 

COMMISSIONER BROWN: Do you have regulations 
Or gstatuves that hold them dowh to 20 or 257 

MR. ALLEN: In general our municipalities 
get their authority to borrow by a special act of 
the legislature and the term ig spelled out in the 
special act, not to exceed a certain number of years. 
the last. few years the tendency Nas been to go as 
high as 40 yearg but we try ag much ag possible to 
keep it down to 30 years, even 20. 

COMMISSIONER BROWN: Is your municipal 
borrowing confined to serial issues or are they 
permitted to go into einking fund in issues? 

MR. ALLEN: It if practically all serial 
issues now. 

COMMISSIONER BROWN: Has this been by 
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MR, ALLEN: It could be done by provincial 
act but in'’the lastufew years it hae practically all 
been serlalhGWond®’. 

COMMISSIONER BROWN: Is this by direction or 
choice? 

MR. ALIEN: Largely by choice. 

COMMISSIONER BROWN: Do you have equalization 
of assessment regulations? 

MR. ALLEN: No, not as yet. We hope to 
in two years! time. 

COMMISSIONER MacKEEN: Does your department 
authorize each borrowing as well as the special act 
of the legislature? 

MR. ALLEN: Within the last two years through 
the office of the Municipal Bond Co-ordinator we 
have been trying to time the issues. That hag really 
beemcour activity. 

HON. MR. DesBRISAY: This might be pointed 
out. I do not think it has been yet. We do have a 
Municipal Bond Co-ordinator working on the game bagis 
with our municipalities as I explained we work on 
&@ national basis so that there is no overlapping. 

COMMISSIONER BROWN: Are your municipal issues 
done by publie tender, bidding? 

MR. O'BRIEN: Yes, they all are. 

MR. ALLEN: Oh yes, all are. 

THE CHAIRMAN: Have you tried any other 
method? Have you tried using a syndicate? 

MR, ALLEN: Well, I am not familiar with 


this. I underetand quite a bit is done through 
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Syndicates, the larger issues. 

THE CHAIRMAN: But it is a bid system? 

HON. MR. DesBRISAY: Different syndicates, 
I presume, would bid on it. 

COMMISSIONER MACKINTOSH: It is not a single 
Syndicate at a negotiated price? 

HON. MR. DesBRISAY: No, a group get 
together, They do that quite a bit. 

COMMISSIONER MACKINTOSH: But they take 
Lt by public tender? 

HON. MR. DesBRISAY: Yes. 

THE CHAIRMAN: By the way, your accounting, 
do you have a capital account separate from the 
current account? 

MR. ALLEN: Yes, 

THE CHAIRMAN :And.iyour revenues are sufficient 
Or more than sufficient to take care of your current 
expenditures? 

MR. ALLEN: Oh yes. 

THE CHAIRMAN: So that your borrowings 
are not to take care of current deficits, they are 
merely capital? 

MR. ALLEN: Absolutely. 

COMMISSIONER LEMAN: Do you allow 
municipalities to go to the United States market? 

MR. ALLEN; There ig nothing actually for 
us to stop them. I do not think the practice hag 
been followed to any great extent. I think the city 
ofSaint John has on one or two occasions. 


COMMISSIONER LEMAN: If a municipality wants 
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to go to the United States market and use the same 
formula that the province uses then you would not 
feel that it should be discouraged from doing so, 
the same formula for gauging advantage or disadvantage? 

HON. MR. DesBRISAY: We would not discourage 
i, 

COMMISSIONER LEMAN: I ama little bit 
puzzled by that because in your introduction to the 
brief, Mr. Des Brisay, you suggest in recommendation 
No, 3 thats 

"That a study be undertaken to 
determine the adequacy of Canadian capital 
markets to meet domestic needg, particularly 
with a view to determine the role which 

the United States market should play in 

municipal and provincial borrowing.” 

Now, I would like to get your view of 
this and I am very much intrigued by this thinking. 
Let ug make some agsumptions, that if such a study 
had been made it would be discovered that on the 
average the capital markets. in Canada would be 
sufficient for all national needs, municipal, industria 
and senior government levels except one or in areag 
where there are immense and exceptional booms in 
regource development of the type we have seen, such 
as oil development, major iron ore projects and that 
Sort of thing. Suppose that was the result of it 
do you have any ideas as to where it would be wiger 
to channel foreign capital? 


HON. MR. DesBRISAY: Where ...? 
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COMMISSIONER LEMAN: Where would it be 
more wise to channel foreign capital used in the 
eountry if we discovered that there were only these 
big excess needs at times which could not reasonably 
be financed within the country itself? 

HON. MR. DesBRISAY: I do not quite under- 
stand. You mean where, in what country? 

COMMISSIONER LEMAN: No, into what areas 
fhould they be channelled? 

HON. MR. Dee BRISAY: Well, in the first 
place... 

COMMISSIONER LEMAN: In other words, would 
you be in favour of financing, say, oil development 
in Canada. with Canadian capital and financing 
municipal borrowings with foreign capital? 

HON. MR. DesBRISAY: I think the angwer 
is what we have done here, We have done a considerable 
amount of our Power Commission financing in the United 
States, We have done gome promotion on the industrial 
potential of New Brunswick in American markets and 
we are doing this consistently go that the bond buyer 
in the New York market today is aware of the New 
Brunswick Power Commission and what plans are try ing 
to be developed there, 

We have evidence to prove that because of 
the need on the market, because there is a demand 
in New York for our bonds (the demand actually exists 
today) we can place money there and because of this 
we have been able to save the province money to a 


considerable extent by going to the New York market. 
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COMMISSIONER LEMAN: Well, what are your 
general thoughts, that it has no t:importance and-if 
the ‘country neede@ some foreign capital on the average 
or over a decade you feel it has no importance where 
that foreign capital is channelled? 

HON. MR. D@ésBRISAY: No, personally I do 
not believe it makes too much difference «0 A@ ‘long 
ae the capital is uged we would like to think it would 
be>-uged here to further our economic development 
whether it be through the Power Commission or through 
& programme of road building whichis. mecessary oi: I 
do not have any particular feeling that it should be 
dGirected..into any one specific area. 

MR. GALLAGHER: Would not it involve the 
question of whether it would be proper to have the 
United States citizens own our governments or, say, 
our \Gidk lndustzies? 

COMMISSIONER LEMAN: We just asked you if 
you had any views on this. 

HON. MR. DesBRISAY: I think»this.is 
probably something that the federal government could 
very well Study -- the direction of foreign capital 
investment and we would be quite prepared to discuss 
this as to where best to channel it. There are a 
number of things that are of national significance 
in this question. “hey do not apply only to New 
Brunswick. I think it should be co-ordinated. If 
we finally come to a conclusion that it should be 
directed into specific areas I think then this 


probably should be adhered to as somewhat of a national 
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poldiey. 

The second thing is with our Power Commissio 
we find that there is a better market, for Power 
Commiesion bonds than there would be for etraight 
provincial borrowing although the Power Commission 
are doing it. with a provincial guarantee. It should 
be- lege than that according to) the’: bond market and 
yet we do find a very good market for Power Commission 
bonds. The American investor apparently recognizes 
the earning potential of this earning asset. 

COMMISSIONER MacKEEN: Theoretically at 
least the Power Commission is self-sustaining and 
self-liquidat ing? 

HON. MR. DestBRISAY:« Itads. 

COMMISSIONER BROWN: Does the Power 
Commission have any earning capacity of American 
dollars, do you export power at all? 

HON. MR. DesBRISAY: Yes, to some small 
emt extn 

COMMISSIONER BROWN: Not to any great 
extent? 

HON. MR. DesBRISAY: No. 

COMMISSIONER BROWN: This ig one of the 
problems, is it not, in the Canadian economy, that 
until we get to the point where we get an export 
service we are having to borrow money to meet our 
interest and dividend payments externally and this 
is one of the arguments against going to the American 
markets because it increases the cost and this is 


what I think Mr. Leman is getting at.in respect to 
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extent that it increases our dollar to make these 
external payments? 

HON. MR. DesBRISAY: Our borrowing in 
volume, of course, is so Small as compared with other 
power commissions that on the over-all market it 
reably does not affect the balance in Canada. This, 
I think, would apply to the Atlantic region, it 
would include the whole Atlantic region. 

COMMISSIONER LEMAN: Except if you borrowed 
at a time when the Canadian dollar igata 5 per cent 
premium and then repay over a period when it is at 
a 7s per cent discount your effective costiewduld 
be different. I am just wondering that you would let 
the fact that certain borrowers have an automatic 
exchange -- would you let that influence your judgment 
as to where to channel foreign capital? 

HON. MR. DesBRISAY: I think so, yes. 

While the discount for a rough rule-of-thumb over 
the long term of 25 years, say, is half a point we 
can go up to. 12 per cent and still be sin our:favour. 

THE CHAIRMAN: That is all taken into 
consideration in your calculations? 

HON. MR, DesBRISAY: Exactly. 

THE CHAIRMAN: You assume that during the 
whole period there will be times when the dollar will 
be relatively low and even if it is you would come 
out the same as if you borrowed here at the interest 
rates you would have to pay unless it goes very much 
below your estimation. I know we went through the 


fame situation. 
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COMMISSIONER BROWN: Do you have a call 
feature at all in your American borrowing? 

HON. MR. DesBRISAY: ; Yes, at ‘the end of the 
extended period, ... 

MR. O'BRIEN: The 20-year point would be 
three years. 

COMMISSIONER BROWN: You have the power to 
call,-it sin;the last three years? 

HON. MR. DesBRISAY: Generally two or 
three years. I think one was five. 

COMMISSIONER BROWN: How about sinking 
funds, is there a sinking fund on the issues? 

HON. MR. DesBRISAY: Every one. 

MR. O'BRIEN: On every issue. 

COMMISSIONER BROWN: So then the average 
cost of the dollar will come into your picture? 

MR. O'BRIEN: Yes. 

COMMISSIONER BROWN: I wonder if I can 
revert to a matter we were discussing earlier and 
that is these shared. cos “programmes and the extent 
to which the province is having to finance the 
federal participation to the point you make in your 
yELer, 

HON. MR. DesBRISAY: fFerhaps I could ask 
the Comptroller-General to answer this as it applies 
to one programme we have in mind, the roads and 
resources programme, a total of $15 million. He will 
give some details as to what our position is at the 
moment. 


MR. McNICHOL: Mr, Chairman, the Roads and 
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Resources programme is a 10-year agreement covering 
the fiscal years 1959-1969. The gross amount of 
expenditure would be $15 million on a 50-50 basis. 
The expenditure is limited to $13 million annually 
as far as the federal government is concerned. But 
over the 4-year period 1959-1962 the gross expenditure 
has been $7.4 million of which roughly $200,000 would 
be non shareable. That means that there would be 
about $3 million 5 which would be shareable and we 
have either received or will receive about $2 million 
4 leaving about $1 million 1 which is outstanding 
ag far as the federal government is concerned and 
which we would have to carry along to the end of the 
agreement unless we cut back on the programme between 
now and 1969. So that the province is actually 
financing $1 million over and above their requirements. 

THE CHAIRMAN: The $1 million is over and 
above the share programme? 

MR. McNICHOL:. The province is spending 
its money at a faster rate than is permitted under 
the agreements 

THE CHAIRMAN: By $ 1 million? 

MR. McNICHOL: By $1 million to date over 
t he four-year period that we have gone so far. 

| COMMISSIONER BROWN: So this $1 million 
will not come back to you until the end of the 
programme ? 

MR. McNICHOL: Or if we cut back on the 
programme. 


- THE CHAIRMAN: In other words, you have 
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spent a sum of money half of which is contributed 
by thernfederal government and in addition to that 
you have spent $1 million of your own, ig that right? 

MR. McNICHOL: No, that is not quite right, 
Sir. The $1 million is the federal portion. 

COMMISSIONER BROWN: You have spent $2 
million? 

MR. MeNICHOL: We have spent $2 million. 

We have paid our own and are carrying the other 
$1 million until such time as we can recover it under 
the agreement. 

THE CHAIRMAN: Well, what is the delay? 

MR. McNICHOL: Well, the agreement has 
fixed it at $13 million per annum total. For instance, 
in 1960 the gross expenditure was $1 million 6 but 
under the agreement all we could spend was $14 million. 
In 1961 we spent $2 million 1 to give us the $1 million 
5 and in 1962 the figure will be $3.° million 2 as 
against the $14 million, 

HON. MR, DesBRISAY: I would like to point 
out in all these programmes where we did spend’ “2.1 
we have to get approval from the federal government. 
We can only collect 750 in the current fiscal year, 

COMMISSIONER MACKINTOSH: That is because 
you have really exceeded the programme --- 

HON. MR. DesBRISAY: Yes, 

THE CHAIRMAN: But you do catch up? 

MR. McNICHOL: At the end of the agreement. 

THE CHAIRMAN: Eventually you will get your 
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MR. McNICHOL: Unless we exceed the $15 
million. 

COMMISSIONER BROWN: In the meantime you 
have to carry this million on that is costing you 
the interest charges. on»the million. 

MR. McNICHOL: Yes, about $60,000 a year. 

HON. MR. DesBRISAY: We have another 
example which Mr, Gallagher could give on this. 

MR. GALLAGHER : Ag .a,general. rule the 
province finances the federal share of the shared cost 
programmes, even those in which progress payments 
are made, and we would finance on a month-to-month 
basie, om thie sort of.thing. -Probably. the. most 
recent example of a programme whereby the province 
must finance stheventine, amount..of the, federal share 
falls under the recent policy with regard to ship 
construction assistance, and in this case -- in cases 
of smaller ships which are being built in the $300,000 
or $400,000 class, although the regulations provide 
for a federal progress payment equal to 80 per cent 
of the total federal share, the federal government 
goes not make such payments, They pay only after the 
vessel is placed invthe water and ready to sail. 

This places; in cages where the province is involved, 
the province in the position where it must finance 
directly or indirectly the cost of the federal money. 

THE CHAIRMAN: Could you elaborate on that? 
What sort of ships are involved? 

MR, GALLAGHER: There is a fair range of 


ships that fall within the programme itself. The oneg 
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I have in mind particularly are fishing vessels such 
as trawlers; these are the large steel ones. We 
have a couple under construction now. These are 
the ones I am thinking of. But, the assistance applies 
to a fairly large range of vesgels.. 

THE CHAIRMAN: What other type of vessels 
would be involved from your province's point of view 
besideéts thee fish ing? 

MR, GALLAGHER: This is probably the only 
type we would be involved in -- that is, the governmen 
itself would be involved in --~ but there ig a large 
vessel under construction in Saint John under the 
programme, but the provincial government is not buildi 
Lts 

THE CHAIRMAN: But the federal government 
makes a contribution to that? 

MR. GALLAGHER: The assistance would apply 
up to 40 per cent. 

THE CHAIRMAN: There is assistance from 
the federal government to that particular project? 

MR. GALLAGHER: To the ship owner, I think 
the regulations provide that --- 

THE CHAIRMAN: What sort of ship ig that? 

MR. GALLAGHER: There ig one -- I am not sure 
what it is. 

COMMISSIONER MacKEEN: They are mainly 
draggers and trawlers, aren't they? 

MR. GALLAGHER: No, this is larger than 
Clima. 


COMMISSIONER MacKEEN: Coastal? 
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MR. GALLAGHER: I am not sure, 
THE CHAIRMAN: Some sort of tanker, is it? 
HON. MR. DesBRISAY: That is my understanding). 
MR. GALLAGHER: I am not certain what type 
thebs. 
THE CHAIRMAN: I am interested because 
there was a point made in your brief wkhichI thought 
you regarded ag one of considerable importance, that 
the federal government should invest more -- there 
should be more federal investment in the province in 
one form or another, and we have heard of some of 
the programmes where there has been federal investment, 
and this shipping - isorather an,interesting one. It 
is a little different from the usual. I was wondering 
to what extent that might grow -- how big a programme 
le it likely to be or has it been up to the present? 
MR. GALLAGHER: I think it would be probably 
a bit early to be able to assess what the likely impact 
of the programme will be. I don't think anyone would 
argue with the merit of the programme. It would 
have the effect generally of stimulating the ship 
building industry in this part of Canada, and we would 
consider this to be desirable, 
THE CHAIRMAN: This is intended to advance 
the economy generally. 
MR, GALLAGHER: If I may interject, sir, 
Mr.c O'Brien has informed me that the ship under 
construction is aniorescarrier for a Greek concern, 
But, we have talked about two of the shared-cost 


programmes which are in the area, certainly, of 
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economic development which in the government 
Submigsion are indicated to be most desirable. We 
have not, however, talked about the shared: cost 
programmes which are not in this classification, and 
thege include the great bulk of the federal programmes 
With which we are concerned. 

THE CHAIRMAN: That is the welfare, and 
go on? 

MR. GALLAGHER: Mainly health and welfare. 

THE CHAIRMAN: Well, if it were not for 
those programmes of health and welfare, would you 
be able to finance them yourselves? Do you think 
the programmes are going too far? 

MR. GALLAGHER: I think it was emphasized 
in the submission that there was no argument with 
respect to the merits of thesprogrammes; andecertainly 
the availability of such shared cost programmes has 
provided a level of services in these fields which, 
in my personal opinion, the province would not other- 
wise have had, and I think most provinces would make 
the same statement, but there ia general agreement 
in Canada -- at least, at my level -- that there is 
axpumbéermofaprettyumager defects in these programmes, 
and the fedérals people, *Lothink;* would be inelined 
Tocagreecsalgo. There is the question of controls 
of the rates of expansion and the introduction of new 
programmes, and in this area the prevince hag played 
very little part’ in the over-all development of the 
programmes in thege fields. 


Another point we have made in this regard 
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is the fact that we have consistently maintained 
that’ the’ prinelple of fiscal “need should be 
introduced into the sharéd- cost programmes themselves, 
as well’ as’ just applying on the equalization’ formula 
with respect to the three standard tax fields, 
including the natural resource revenues which have 
been added reeentiy. 

COMMISSIONER BROWN: Can you give us 
Some more specific examples? There ig’ the hogpital 
programme which is on a per bed basis. This means 
presumably, age the provincial government has to put 
up the largest share, they have control over this. 
But what are these other programmes of a capital 
nature, and what cof ta straight annual expenditure 
nature? Can you give us some more specific examples? 

MR. GALLAGHER: That we are involved in 
at the present time? 

COMMISSIONER BROWN: That you feel you are 
being pushed into without due consideration and 
consultation? 

MR, GALLAGHER: I can give you again the 
most recent example, and again I must insist I am 
expressing a view here, 

COMMISSIONER BROWN: Perhaps we should ask 
the Treasurer. 

MR. GALLAGHER: But in the question of the 
old age assistance payments, we have a joint programme 
in this field whereby the federal government matches 
the provincial expenditures in terms of old age 


assistance and other allowances to various types of 
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disabled persons. Four months ago these grants from 

the federal government were increased on a retroactive 

basis, The government, again in my view, had very 

Little.read alternative but.to,.go,along.:,509+we 

are faced with the rather interesting spectacle of 

a2 programme in which the federal government matches 

the, provinee.practically placing the province ina 

position where it must match the federal share. 

THE CHAIRMAN: The federal government has 
lnereased its share on the understanding the province 
will increase its share? 

MR. GALLAGHER: That is right. 

THE CHAIRMAN: Would that be =- I am not 
quite sure of which programme you are speaking? 

MR. GALLAGHER: Old age assistance. 

THE CHAIRMAN: Would that be from 65 to 70? 

MRewOs BREN: ~¥ee. 

COMMISSIONER BROWN: This is the one with 
the means test? 

MR. O'BRIEN:, Yes. 

MR. GALLAGHER: And the disabled pergong 
allowances were included.in the same deal. This is 
the most recent example which would serve ag an 
Lllustration. 

COMMISSONER BROWN: How much is involved 
in that? 

MR. GALLAGHER: About half a million dollarg. 
@2 year -- that is our share, We have estimated the 
total cost to be approximately $1 million additional. 


The retroactive feature will cost the province about 
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$100,000. 

HON. MR. DesBRISAY: The other feature of 
thia. igethat«in our budgetary procedure, we have no 
advanced warning. This came during our, budgetary 
year, and we had. to make some other provisions for 
that particular amount of money, over which we had 
very obitthe control. 

MR. GALLAGHER: These are not objections 
which thie province is alone. in raiging. I, think 
you will find in your travels around the country that 
almost every province, with the possiblesexception 
of one or two, will probably echo these views, with 
the possible exception of the fiscal aid concept -- 
I don't know how broadly based this would be outside 
this region, It would be widely held in thie part 
of Canada. 

COMMISSIONER BROWN: To sum up this, you 
feel on these cost-sharing programmes either there 
should be prior consultation or a fiscal aid concept 
in the sharing percentage basis. 

MR. GALLAGHER: There should be both, 

I don't think it would be a question of "either/or" . 
It seems to me in a programme area where both 
governments are exploiting, particularly when these 
are areas in which thee federal government has 
extremely little jurisdiction, that the concept. of 
Some joint planning is not altogehter unacceptable. 

THE CHAIRMAN: On that programme is there 
any discretion in the province to decide on the 


amounts payable under that scheme to individuals? 
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1 It is on the means test basig, and to what extent 
2 ig the province free to decide on what sort of 
3 means test to apply? That is all part of the formula, 
4 isn't it? In other words, in a province where it 
5 may not be as urgent and necessary to increase the 
6 pensions now being paid as in some province where 
7 the cost of living has gone up very fast and relatively 
8 to a much larger extent, has the province got any 
9 discretion as to how much increase they ghould allow? 
10 MR. GALLAGHER: It is my understanding there 
11 is really very little, once the limits have been set. 
12 COMMISSIONER MACKINTOSH: Isn't it true 
13 the means test is set in terms of other income and 
14 financial assets which are the same for all the 
15 provinces and there is a theoretical freedom on the 
16 part of the province to say, "We are not going into 
17 this" -- but, that is a bit theoretical. 
18 MR. GALLAGHER: Yes, sir. 
19 THE CHAIRMAN: That is one of the great 
20 difficulties: It is difficult to refuge even though 
1 you think it may be the right thing to do. 
2 MR. GALLAGHER: The reason for gect ine “into 
23 this area at all is that if we break down our 
24 expenditures over the past 10 years the great portion 
95 of the growth is coming from thege shared cost 
6 programmes, and the increase in our tax ratio oe tne 
07 growth there is not the same. So, if you continue the 
28 project you get to the point where the province’ is 
99 going to bev increasing its borrowing requirements, 


30 and we feel a very important alternative would be to 
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reduce the requirements themgelves by altering the 
nature of some of these shared: cost programmes. 

THE CHAIRMAN: There is one place in your 
brief where you suggest New Brunswick has not been 
Subject torany. serious iInflettionary spressures)«:That 
ls not the way «it 1s put :in:words 5. but: that vis ‘the 
impression I got. I was wondering whether that is 
entirely: so. Inthe first place’, -if ‘you are! not subjec 
to inflationary pressures I Suppose ‘the justification 
for an .inmerease: im geome of thege: wekfare: benefits 
would not be very great unless the welfare benefits 
were not great enough, relatively, before? 

MR. GALLAGHER: That is, I think, a very 
important “unless”. We haven't been able to determine 
with any kind of precision what the relative costs 
of living are between New Brunswick and the rest of 
Canada. I think perhaps the only expressionge of view 
in this regard are to be found in one of the sub- 
studies of the Royal Commission on Canada's Economic 
Progpects. I think their general view wag that 
living costs were about the same all across Canada 
with the exception of Newfoundland which wag about 
10 per cent higher. But with regard to the absence of 
inflationary trends in New Brunswick, our conclusion 
was that we haven't been able to find in the history 
of the province that there has been the kind of 
economic conditions which would warrant any form of 
monetary restraint being applied. I think this was 
the context this view wag expressed in. Other 


commissions and groups have examined this type of 
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thing and probably come to the same conclusion. 
THE CHAIRMAN: Well, in New Brunswick has 
there beena general increase ineprices of commodities 
MR. GALLAGHER: Prices have certainly risen 
in New Brunswick over the recent years. Whether this 
le the result of the pressure of demand: or we have 
got -to ithe »vpoint where we have no excess capacity 
and no unused) resources, L*would be inclined to 
debate \that,. but we can get pricescinereases in 
New Brunswick even if we were in the depths of total 
depresejonpvwePricems icouky still rise depending on 
what was happening in the rest of Canada and in 
North America, | 
COMMISSIONER MACKINTOSH: Your main 
contention is that you have not experienced inflation 
in the sense that there is an unsatisfied demand for 
labour in New Brunswick? 
MR. GALLAGHER: Labour or some of our 
other resources aswell. 
COMMISSIONER MACKINTOSH: Is there, however, 
some inflation through efforts to establish wage 
and income rates comparable, with other provinces 
even. though your labour force may be under-unemployed? 
MR. GALLAGHER: I think probably this 
tendency exists in New Brunswick to about the same 
extent it is probable’ in:Canada atall vissa-vis 
Canada's position with the United States. We tend 
to look at these as objectives. 
COMMISSIONER MACKINTOSH: But you might have 


a circumstance in which a rise in labour rates in 
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Ontario and Quebee did reflect, you might say, over- 
employment in those regions and you might get some 
response in New Brunswick to level up, whereas in 
New Brunswick there was no unsatisfied demand for 
labour. 

MR. GALLAGHER: I think this would be a 
possibility. 

COMMISSIONER MACKINTOSH: How are the 
relative labour coets of, say conttructioen, -in 
New Brunswick ag compared with the central provinces? 
Are they lower or higher? 

MR. GALLAGHER: To point to one example, 
the Central Mortgage and Housing Corporation provide 
published data on cost? of building similar type 
houses in various parts of the country, and on this 
basis our costs would be ‘slightly, say, above those 
in certain parts of Ontario. 

COMMISSIONER MACKINTOSH: Slightly above? 

MR. GALLAGHER: Slightly above. We have 
such quality differences that I don't know how this 
would work out on balance. 

COMMISSIONER MACKINTOSH: I thought you 
Said this was a standard house? 

MR. GALLAGHER: “Yes, but a standard house 
ig only a standard house according to C.M.H.A. 
standards”’in terms of how TT is “constructed. °~You 
may have"in Ontarlo, for example, one type of 
construction -- that ig, the material -- of bricks, 
and where we had used wood down here, and this type 


of distinction would not show up in the average cost 
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per, square foot. .I think algo you can build additional 
costs even into a standard house if you have sufficient 
income to do so. This is what the Central Mortgage 

and Housing people tell me, that you should not rely 
too much on these cost figures being quite precise, 

COMMISSIONER BROWN: .Your costs here are 
highexy -thagm in. Ontaxnio? 

MR. GALLAGHER: In this particular type of 
construction, what data is available would seem to 
peint,40o,,thig., 

COMMISSIONER BROWN: You think this is 
because it is a better quality houge here? 

MR. GALLAGHER: This may be a factor in 
reducing the differential. That is what I am 
Suggesting: That our figures, if you had actually 
the identical house, and included things such as land 
costs, you may be a bit higher in the figures, 

COMMISSIONER BROWN: How do you account 
for --- 

MR. GALLAGHER: Excuse me: A bit lower. 

COMMISSIONER GIBSON: One ofthe themes 
in your brief which you were just mentioning a few 
minutes ago was a tendency for provincial Spending 
responsibilities to increase relative, I take Mc. 
to. the tax base, and relative, presumably, to other 
levels of government. You gave us one of the reasons 


for this phenomenon which in your view was the 


development of the ghare-cost programmes which pulled 
you into financing programmes which you may not other- 
wise have gone into. What are the other factorg that 


are working in this direction? This is not the only 
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thing, Titake it? 

MR. GALLAGHER: The other factors in just 
increasing the levels of spending on provincial 
Levels? 

COMMISSIONER GIBSON: Yes, and particularly 
increasing them relative to your tax basis and to 
other levels of government? 

MR. GALLAGHER: Well, I think certainly one 
factor involves a consideration certainly of not 
finaneing your economy by much. Through the develop- 
ment of much more rapid transportation and communication 
Systems people in New Brunswick and Nova Scotia are 
much. more easily exposed to higher standards of living 
which’ prevail insether areas and I:think) this 
constitutes:a:factor,in increasing» that) sort of 
effeetive demand ‘on governments to provide such 
services on a level of quality --- 

COMMISSIONER GIBSON: Such as moads, 
publicsutilities;and that. sort. of, thing? 

MR. GALLAGHER: This type of thing. This 
ls. not thectypesof factorowh ichiwyou. can) point, to 
specifically but I. think there are some trends in 
this direction, 

COMMISSIONER GIBSON: In other words, there 
igs a social and political demand for sort of a national 
standard in thege things? 

MR. GALLAGHER: I think that people just 
expect more from governments because of these factors 
because they can see what other governments ona 


broader tax basis and rate of tax potential are able 
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to provide. 

COMMISSIONER GIBSON: Are there any other 
fact ora? 

MR. GALLAGHER: Yes, there if one other 
factor I-have in mind. I ‘am*not certain of the 
extent this factor would increase spending but I am 
certain it does have weight on the effect of increasing 
the desire of governments to spend and that ig the 
question of just» what the role of government today 
in the field of economic development should be. It 
seems that most governments at the provincial level 
in the past 10 yeare or go have become much more 
aware of the fact that they have certain responsibilities 
in this field. So the extent? to which these 
responsibilities should be made available igs, of 
course, a function of the amount of money which they 
ean generate for this purpose. At least it constitutes 
a foree to increase the desire to spend and increase 
the responsibilities of the provincial governments 
for spending. 

COMMISSIONER BROWN: These fall into two 
categories, the indirect, I suppose, such as your 
road programme, your €Xecss roads, and the direct 
through financing of capital concerns etc? 

MR, GALLAGHER: Yes, this latter one, 
there is a great deal of competition not only in 
Canada but in North America for new firms and the 
provinces have to compete in order to attract 
industries and to develop a fairly large programme. 


Whether indirectly, by providing facilities etces 
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f ig another factor but in any event the costs have 

2 tended to rise, 

3 COMMISSIONER GIBSON: Do you say this 

4 tendency is good or in future do you see anything 

5 alleviating it or improving it? 

6 MR. GALLAGHER: From the point of view of 


this part of the country? 

COMMISSIONER GIBSON: From the point of view 
of your province, yes, 

MR, GALLAGHER: The only factor which would 
have the effect of increasing the province's ability 
or increasing the tax potential available to the 
province to meet this increaged requirement would be 
some alterations in federal policy with increases to 
fall to the provinces. I am not competent to judge 
how likely this is in the immediate future or ‘the 
long term but the factorg which would increase the 
provincial ability to finance thege types of expenditurels, 
really you would need a much more rapid rate of economic 
growth of the province which would have the effect 
of developing its tax revenues. 

COMMISSIONER GIBSON: Part of your expenditure 
are designed to do just those, this is the reagon for 
development programmes? 

MR. GALLAGHER: Well, we certainly are 
trying to achieve this effect but it lg a question of 
the degree. We cannot fo nearly as far in developing 
programmes of this type as we would like to and thia 
prompted the emphagis on the Suggestion thatthe 


federal government should sort of re-sStructure its form 
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of sharegccost programmes, to more or lese move out 
from the health and welfare programme and go into 
the field of economic development and operate on 
this-type of “programme! °on-a “foint’ basis: 

COMMISSIONER GIBSON: Are there major areas 
of economic development today where you would like to 
see specific substantial projects pursued? 

MR. GALLAGHER: Ithink that we would be ina 
postition to express some pretty positive views in 
thie regard if the federal goverriment said they 
would like to discuss them'and move into'this field. 

COMMISSIONER GIBSON: Well, of course, it 
ig your field. 

MR. GALLAGHER: Well, there ig some question 
about this. The field of economic development ig no 
more the sole prerogative of the province than is the 
field of health orveducatton. 

COMMISSIONER GIBSON: Well, resources and 
property and civil rights are provincial, aren't they, 
under our constitution? 

MR. GALLAGHER: That is correct, sir. 

COMMISSIONER GIBSON: TIen't this what we 
are talking about to a large extent? Aren't these 
things in this sort of area? | 

MR. GALLAGHER: Ido not just get the point 
you are making but the point I am trying to make ig 
that in these fields which are, according to the 
constitution, really under the exclusive jurigdiction 
of the provinces I gather that you have suggested that 


economic developments fall within this same category. 
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COMMISSIONER GIBSON: To quite a large 
degree I should have thought. 

MR. GALLAGHER: Well, the point I am 
making is that the federal government has had very 
little reluctance to provide and develop expenditure 
programmes in other parts of this exclusively 
provincialofield and I cannot see that this provincial 
neaturebefitherfield shouldtact ascasbarrieér’ Lnnikee ping 
the federal government out of this. When we consider 
the factsthat* through the taxostructures the ogreat 
proportion of the tax revenues that: accrue to the 
economy as a result of economic development, thege 
revenuee accrue tothe federal ,government* rather 
than the provinces: 

THE CHAIRMAN: On the other hand some of 
these joint programmes have resulted from initiation 
taken by certain provinces? 

MR. GALLAGHER: This is true. 

THE CHAIRMAN: ‘The pressureoof public opinion 
in certain provinces for a hospital programme etc., 
and“it was largely due’ to the persistence of the 
provinces that the federal government finally came 
into 2, P°think,’ If there-are other’ plans for’ joint 
financing that would be appropriate for the economic 
development of a province which is beyond the province! 
reas onable-finaneial-refources at the’ time I° would 
think a province could at least try to persuade 
the federal government to include that in their general 
programme. 


MR, GALLAGHER: I think that we have been 
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fairly active in attempting to do just this over 
the past few years and we are in the process of doing 
it again now, 

THE CHAIRMAN: I would like further 
information as to the sort of programme you now have 
in mind that should supplement this shipping programme 
fd road programme you have been mentioning. If there 
is to be federal investment in the sort of thing 
you mentioned today is there anything definite in 
the minds of the provincial government as to what 
gort of programme would be useful to economic develop- 
ment? 

MR. GALLAGHER: Well, we have had discussions 
with the federal people from time to time in this 
recard.--» We have not’ beén able’ to develop:‘our 
proposal to the point where we felt that we had all 
the an@wer@. We suggested at one stage a- proposal 
whereby there would be some joint participation in a 
programme of developing taxing centres for certain 
industrial concern® in this part of the ‘country. It 
seemed there were certain administrative and technical 
imitations’ to ‘the degree to which ‘we ‘could purégue 
this but we have also developed geome suggestions in 
the light. of a shaned. ost programme which would involve 
both governments in the development of facilities 
for manufacturing becauge at the present time the 
province of New Brunswick has a policy whereby it has 
provided a plant or constructed a plant for a 
manufacturer wishing to locate in the province. There 
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programme could not be continued on a joint basis 
with the federal government involved. 

But along with our suggestion in terms of 
thie *type of approach we have also suggested that we 
feel that the federal government and the resources 
in terms of personnel ete., that they have available 
to them would be extremely useful and helpful in 
determining just what type of programme would have 
the most suitable economic impact for our requirements. 

HON. MR. DeSBRISAY: We have suggested to 
one government body that they congider guaranteeing 
Some capital loans. This was not met. We have no 
fackhl ities ofer thataveTHigiubke rthe: type: ef loan ‘dc 
le beyond our financial practical regources for 
keystone, cornerstone industries. There de no 
institution in New Brunswick and we just do not have 
Geemef inamwial setructuresto do it. I think thie ig in 
the field of monetary policy and should be developed 
jointly. 

This 1s partlyvas the resultvof having 
Professor Cairncrogs and hig explanation of what 
was happening-in some other countries of the world 
where the federal government was realizing that 
industrial development is not only a regional problem 
but it has to be approached on a national basis. 

While we do not have any specific areas or 
Specific projects directly at the moment we would like 
to suggest that the federal government might be 
prepared to receive some suggestions and we would 
be quite prepared, as Mr. Gallagher has said, to point 
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specific areage where a national policy of aid to 
industry would be very beneficial. to. our. province. 

COMMISSIONER BROWN: Do you follow some 
programme within the province of trying to encourage 
industries. .in backward economic areas. or, do you 
think, indugstzie# should be developed in the areas 
where they @reimore dikelyuto. be:.2®#uceceseful?,,., This 
L@ sthe: whole problem, isn't it, that Canada ig a 
nation, we ;have got to look at it, ag,.a.nation and 
economic development has to surely come in those .areag 
where -iteis going to be more succeseful? 

HON. MR. DesBRISAY: Well, in the case I 
have mentioned we have industries that are willing to 
establish here now and they could be economically 
found. 

COMMISSIONER BROWN: But they have to have 
fome help? 

HON. MR. DesBRISAY: They have to have some 
major financial assistance. 

COMMISSIONER BROWN: Where would they be 
established in the province? 

HON. MR. DegsBRISAY: In these areas where 
they could be most economically operated. 

COMMISSIONER BROWN: There is my point and 
that ig that these are probably going to be areas 
that are fairly successful now, are they not? 

HON. MR. DesBRISAY: In certain cages, others 
not. Some of these are based on natural regources 
and they have to go to the source of the natural 


refources®. 
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COMMISSIONER BROWN: In that cage then you 
would increase the disparity in economic development 
within your own province? 

HON. MR. DesBRISAY: In certain cases. [In 
other cases there are certain industries that could 
be located anywhere. 

COMMISSIONER BROWN: Because of natural 
resources? 

HON. MR. DesBRISAY: No, apart from that 
there are certain industries that could be located 
in any part of the province without having any serious 
economic effect on the industry and they might very 
well go wherever they might be located and, of cour seg 
from our point of view we would like to d@ivereify 
these as much as possible but the first consideration 
is. the most .important, igs it a, profitable industry. 
That .18,.the, firat,considerat ton, 

THE CHAIRMAN: If it is a profitable industry 
and it is impossible to borrow money on the market 
for geome reasons could the Industrial Development Bank 
be able to fill in the,.gan? 

HON. MR. DesBRISAY: No. At the moment our 
answer, 18) mos: 

THE CHAIRMAN: Have you investigated that? 

HON. MR. DesBRISAY: Yes, we have directly. 

THE CHAIRMAN: What is the difficulty there? 

HON. MR. DesBRISAY: They do not go to the 
Size of money that ig required. Their largest loan, 
I believe, is in the neighbourhood of $4 million or 


$5 million. It is a very low figure. 
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THE CHAIRMAN: What gort of industry are 
you contemplating that would go beyond that figure? 

HON. MR. DesBRISAY: Some resources based 
industries. 

COMMISSIONER MacKEEN: A smelter, for 
instance? 

HON. MR. DesBRISAY: That might be one. 
There-“are a number -of “other®: 

COMMISSIONER MACKINTOSH: You are confident 
that there -rs a substantial unrealized economic 
potential here that if developed --- 

HON. MR. DesBRISAY: We have tremendous 
regources in the province which are undeveloped at iin 
moment ‘and witch ‘will be developed *i’'t ime O° Het ‘Ts 
going’ te*take “a nunbper of thinge to “do -ftl “Gre-“of 
the things we are talking about is money this morning 
but another is management. Money ig not the complete 
angwer. 

COMMISSIONER BROWN: What was the second 
one? 

HON. MR. DesBRISAY: Management. 

COMMISSIONER BROWN: It if not just the 
availability of money itself or the cost of money --- 

HON. MR. DesBRISAY: That ig not the only 
factor, Thetis one -or the “factore . 

COMMISSIONER BROWN: But management ig the 
other main ingredient? 

HON. MRS DeeBRISAY? “Another. I'‘do not say 
it’ ‘Tle ~the main but It le equally important. 


COMMISSIONER BROWN: This is something that 
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is not always recognized. 

HON. MR. DesBRISAY: Just as a matter of 
interest we have 50 per cent of our total land area 
in New Brunswick, Crown land, owned by the province. 
This is round figures. 

COMMISSIONER LEMAN: That is an asset. 

HON. MR. DesBRISAY: Of course. — Being 
utilized it probably could be more productive ag 
Some of the nations of the world have shown with this 
type of aggset. 

COMMISSIONER BROWN: You mention the I.D.B. 
I gather you would like to see the I.D.B. more regionally 
conscious as far ag development in New Brunswick is 
concerned. You have your own development department 
which makes advances On a somewhat emaller basis 
than the I.D.B.? 

HON. MR. DesBRISAY: Yes. 

COMMISSIONER BROWN: The I.D.B. function 

hag increased quite considerably in the last few years. 

Has yours continued to function on the game level ag 
before or has it decreased? I notice Professor 
Cairncross mentions that in Nova Scotia the provincial 
grants have decreased considerably since they began 
in the’ IoD .Bv? 

HON. MR, DesBRISAY: Ours have increased. 
This is from memory but ours have increased in spite 
of the increase in industrial bank loans. The I.D.B. 
have done a very good job regionally but they are 
limited. They are within certain limite and the 


things we are talking about are beyond the limits of 
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the» present*° functions of the I.D.B. 

THE CHAIRMAN: Suppose their limits were 
increased, is that the sort of organization that would 
be able to deal with the problem that you are pregent- 
ing? 

HON. -MRs-DeSBRISAY: Yes,°F think°se% 

THE CHAIRMAN: So that there ig an organizatijon 
that has some experience in financing enterprises 
which apparently for one reagon or another are unable 
to obtain funds from the ordinary sources and apparentl 
have had quite a successful record so far. If their 
powers were increased to take care of the type of 
situation you have in mind you think that might be an 
appropriate institution to do the job? 

HON. MR. DesBRISAY: That-is correct. They 
now have a complete organization and I can visualize 
could be extended to take care of this but we ag a 
province do not want to set up an organization to 
compete with them, 

COMMISSIONER BROWN: You co-operate with 
it now? 

HON. MR. DesBRISAY: Oh yes, very much go. 

THE CHAIRMAN: There may be certain dangers 
in getting involved with the provinces f Lrleetic Ley F 

COMMISSIONER BROWN: To what extent do’ you 
co-operate now? 

HON. MR. DesBRISAY: Ag an example, before 
any industrial loan ig made before the board they are 
urged to approach the chartered banks, Piret>-in*the 


normal way and the I.D.B. and we co-operate very closel 
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1 They go there first. 
“ COMMISSIONER BROWN: Are you paying out 
3 roughly the same amount ag the I.D.B.? 
4 HON. MR. DesBRISAY: We do not pay out any 
5 money; we guarantee only chartered bank loans. 
6 COMMISSIONER BROWN: Not on a loan basis? 
7 HON. MR. DesBRISAY: No, we guarantee only. 
COMMISSIONER GIBSON: With regard to the 


I.D.B. you advocate that in times of tight money -- 
and Iam not sure if there was a suggestion at other 
times too -- that the I.D.B. should make mone y 
available to users in the Atlantic provinces at lower 
rates than the rest of the country, and make it more 
available than in the rest of the country. Would you 
elaborate on this a little? I am not quite clear 

how far you are going in this proposal? 

HON. MR. DesBRISAY: This hag been done 
in other countries. 

COMMISSIONER GIBSON: Lower interest rates 
Or greater availability? 

HON. MR. DesBRISAY: Greater availability -- 
both: In southern Italy they have been able to adjust 
their banking system to suit this condition. They 
have done it in northern Norway and in gome other 
countries. While we don't have any specific formula, 
we Suggest this as a possibility that the federal 
government and the Bank of Canada should explore. 

COMMISSIONER GIBSON: Are you suggest ing 
this is a possibility to apply only when credit is 


scarce and difficult to get, or as a general propogitio 
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HON. MR. DesBRISAY: As a general proposition 
for national economic development. 

COMMISSIONER GIBSON:. So this is not go 
much a-cyclical proposition as a long-term proposition? 

HON. MR. DesBRISAY: It is probably both. 

COMMISSIONER GIBSON: Professor Cairncross 
made a propogal in a much gimilar direction so far 
ag the+banks -wexre concerned. .He did not,.suggeat .the 
ratez,ef interest should be any.different..from one 
area gofstheccountry to anathen. In+thile: particular 
eage youiare Suggesting the-rategs.of interest .ag.well 
ae the availability of.credit.should be,lower:..Would 
you envisage the. 1.D.B., having. some difficulties of 
applying: this policy? 

HON. MR. DesBRISAY: This type of organizatilo 
has applied. it. in other areas. 

COMMISSIONER GIBSON: I am referring only 
fo the, interest. rate gide of: it. 

HON... MR, DesBRISAY: They do it, in England. 

MR, GALLAGHER: You are suggesting an 
element of Subsidy, and I cannot gee any reagon why 
if on a ghort run in regponse to a rise in interest 
rate nationally, if it were considered that such 
increases in interest rates would not be appropriate 
to. the, @teady, Level, of economic activity in the 
Atlantic region -- there is no real reagon why the 
isD.B. rate. should rige. 

COMMISSIONER GIBSON: As long as the 
principle is quite explicit and you don't get a burying 


because if that is the reason, the same argument should 


nie 7 


’ | alm t cen 
21 A 2oG AM MOK on. - 


ae 7 


Bide wnncteale tee & 


Sen eT a :MO2sTD AGMOL@aIMMOD’) {ook % 
Prorat sogong mrst-ga0L ‘8 QB gotitsodond [soffoyo s doum 


: a 
Ps 
1 


-sdtod cignttiaiia af tL +v¥AGIAGsed . AM .VOH etal 


oer woRaston’ :MOBEIO AAMOL earMMod 


| 


| et om stiotsivonty velimia doum 8 ai [seogotq & sbam \ 
: edd Jaeggue ton bib cH .bearesqeo stow BNned edt ss 8% 
: efio mont dmerstitp yrs sd Hbiwod2 daeredntoto Beis | e 

| wetvotsiaq efdd m= .x1edtens of yitnudo/ edt! to sexs jor - 

ee es teenetnt to eotsr ed} anitseanue ets Noy Ses jit 
a x biuoW stewol sdypluods iibero to vitifdslisvs edi 3s Ist 
bh f to BeltiveLittp somos gaived .2vd/LI sedi syeaivas -woy en 
oe ‘ fyollegq ‘aidt aniyviqgs lai 
ne to esqys eaidT :YA@IAdesed .AM .UOH | | a 
’ ,28e%s yedto mi th petlqqs asd at 
vino gniimete: ms I. :Woedio ARMOL22IMMOD bi 
| -ti to shia otsr'taeretal ced? oF 2 
 baslgad ot Ft op ysdT YAGI Adaed .AM MOH a Pe 
a8 gnitaeggua evs voY ¢HaHDALIAD , AM ‘oc 

utlw mo8se qs $98 tonnes L brs, ybtadveito taemele ee! 
taerstnt of cats s ot senogaer at nut trodgis go: tf ‘oe 
doug ssdz sid atiieatan exew tI ‘hi  wvyifsaolhenqd ietst os 
sisiugorqqs sd tom bivow setsy dasuetnl af seasetont ee 
odj of ytivises, ofmomess to Level ~bsets ‘edt et x 

edd vdw nogsex [ser on af exedt -- soigey “obinsl PA a A 

seein Hbivode “ets (aNd. . a 


éd3 ss anof 2A  3:VOB8ealD ARMOLaeriMMoo 


, ae & teg ti'nob voy bas trotigxe eitup eat sig tontrq 


yivade trons emse ec a ‘ead tedt tt ocHm 


7 ; i O60 Ca 


ii 


i 
ni 


; 


Nethercut & Young = 2052 = 
Terente, Ontaric 
apply to any other area in a similar position. 

MR. GALLAGHER: Right. We are not holding 
up the Atlantic region to be unique in other than 
one “feshforn “that tt rs undoubtedly the part of Canada 
which lags further behind the national aggregate 
eta Clerics? 

THE CHAIRMAN: Yes, but what you are saying 
is that the*eort of industry you ‘are contemplating is 
one that could be set up on an economic pagel’, “but “it 
would not be a deficit industry. It would be a 
Substantial industry; it would have a Breat ‘Impact 
upon the economy of the country, but nevertheless 
that it would eventually be a paying proposition and 
would not eventually have to rely on the government 
funds" at'all. 

MR. GALLAGHER: We would BUBke tebe would be 
the case, that all subsidies involved in industrial 
location would be ag temporary as possible and that 
you would not have to continue the subsidies in the 
came way you subsidize continuously a fair proportion 
of Canadian industry at the present time. 

COMMISSIONER MacKEEN: Mr. Gallagher, do you 
think a differential in interest rates between 54 or 
6 or 63 per cent to provide working capital for an 
industry would be of sufficient importance to make 
much difference in their success or otherwise? 

MR. GALLAGHER: Well, I have never been 
convinced that interest rates were all that effective 
in’ the pogition of making progress in business, but on 


the other hand it would not hurt when you have a problem 
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like we have» here that you try to,inject all the 
environmental factore so they work in the direction 
of pulling industry in, and if this had only minor 
effect it Would not hurt. 

COMMISSIONER MacKEEN: If it is going to 
be a failure at 64, it ig likely to be a failure at 
Sa5nisothe bpoint’ Llvamt mak tage 

MR. GALLAGHER: And I am inclined to agree 
that) the’ rate of interest alone! ig notes particularly 
decleive: 

COMMISSIONER MacKEEN: The availability of 
mohey is-a different thing. 

MR. GALLAGHER: Right. 

COMMISSIONER MacKEEN: I think that is more 
important. 

COMMISSIONER BROWN: Do municipalities offer 
tax incentives for industries to establish? 

MR. ALLEN: Yes, they do -- a great many 
of them, 

COMMISSIONER BROWN: What sort of tax 
incentives? 

MR. ALLEN: There are two categories: Either 
one ‘that le baged’on a fixed valuation or a fixed tax. 

COMMISSIONER BROWN: These are permitted 
by the provincial government? 

MR, ALLEN: They must apply to the provincial 
legislation and get authority through a special act. 

HON. MR. DesBRISAY: This has developed 
into a scramble between municipalities in the same 


way as it has between provinces. 
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COMMISSIONER BROWN: So, everything cancels 
out. 

THE CHAIRMAN: Well, in the long run it 
might. 

HON. MR. DesBRISAY: We know cages where 
an industry has located in another province rather 
than this because of the taxation which we could not 
compete with, and this is happening in our municipalities 
today. Our municipalities are fighting -- not fighting 
but competing amongst themselveg: Who is going to 
give the biggest tax incentive for the location of 
the industry. 

THE CHAIRMAN: You consider it an ungound 
way of doing buginess, do you? 

HON. MR. DesBRISAY: It hag to be an 
influence. 

THE CHAIRMAN: I would think go. 

COMMISSIONER MacKEEN: On the other hand, 
if there is an industry contemplating going into a 
Echool section with a very low assessment, if they 
haven't some protection they are very apt to find 
themselves paying for the whole cost of a rather 
extensive echool building, are they not? 

HON. MR. DesBRISAY: That is true. There 
probably should be gome fixed ceiling, but some of 
our long-term fixed assessments are highly competitive 
amongst the municipalities. 

THE CHAIRMAN: Yee, as the tax rates go up 
certain industries stay on the old rate? 


HON. MR. DesBRISAY: That ig right. 
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THE CHAIRMAN: That is what happens, isn't 
Lt? 
HON. MR. DesBRISAY: Surely. 
THE CHAIRMAN: Well, you also have a couple 
of paragraphs here dealing with agriculture and 


financing, the availability of funds to’smaller types 


of farme:* We met this*problem- in’ many other provinces, 


and there is the Canadian Farm Credit Co-operative, 


and the New Brunswick Farm Settlement Board, and then 


there is the Farm Loans Improvement Act, and you suggesit 


that in @pite of all those inetitutionse there is*still 


insufficient provision; is that the effect of it? 


MR. GALLAGHER: I am not certain we suggested 


that. 

THE CHAIRMAN: Greater flexibility is what 
you are getting’ avy 

MR. GALLAGHER: Yes,I think our general 
impressions are that the availability of credit .to 
farms which would be considered, say, economic -- 


that there is sufficient credit available from thege 


refources and from the various private sources as well, 


but there are some cases involving the administration 


of the loans themselves in which the rigidities of 


administration have constituted a problem to the farmer 


being able to repay the loans even though the farms 


are reasonably sound. I think one thing our agricultural 


people have discussed “ie: ‘the posPibpti ity: of *elating 
to some extent repayments of loans to production in 
the same manner we do in the fishing industry. We 


have had @ number of problems whereby becauge of the 
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very extremely late gpring farmers in certain areag 
have. not. been able to get crops in, and. as a result 
have had some very difficult problems with the agencies 
from whom they borrowed. But it may well be that ag 
the farm credit. co-operative is. not all, that, old.-- 
ite, experience is. only, relatively, short, and.-Lt. may 
develop something along these lines naturally. I don' 
think we were questioning the availability of. money. 
We were trying to look at the administration problems. 
COMMISSIONER MackKEEN: Mr. DesBrisay, there 
was one point I was very interested in in reading 
the brief, and that ig at certain periods when there 
appears to be over-expansion in certain provinces 
of Canada, to counteract that the bank'#@ policy 
or the government's policy is to curtail credit in orde 
to Slow down excessive expansion. That same gituation 
may not apply in other provinces, but the game curtail- 
ment applies generally throughout the nation, and 
your Suggestion is that that. could be and should be 
avoided in some way. I would be interested in hearing 
if you would enlarge on that as to how it could be 
done? 
HON. MR. DesBRISAY: Going back, I think 
this has been done. This was partly based on Cairncros 
theme -- hig report that there should be some vehicle. 
We have not suggested any specific meang of doing. it, 
but I will ask Mr. Gallagher to expand on that. 
MR. GALLAGHER: I think almogt everyone 
Will agree it is rather a difficult problem to agsgegs 


just to what extent there ig some differential impact 
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in a region like this resulting from .a national policy 
of°eredit restraint, Wevhave started on the premige 
that given’ the type of economy we’ have here and the 
rate of growth we have been getting that it would be 
tneonceivable’ that*any form of crédit reetraint appitied 
In thig-area would be really required, “and we have*gone 
from there to the point where gome form of policy must 
be developed’ in’ order to“shelter’ the region from the 
effects of such a national policy if the policy is 
considered to be inappropriate to the needa of the 
province ‘and the “region; 

We discussed this with the people in the 
Bank of Canada, and of course the Bank of Canada annual 
reports have stated fatriy explicitly thére ig no way 
in which certain types of borrowers or certain regions 
can be -- no way in which monetary policy could be 
altered to give preference to regions like ours. Some 
Suggestions have been made in the direction of setting 
up a regional banking system along the lines of that of 
the United States where we would have a central bank 
operating ina region. We have had a look at this, 
and we are inclined to doubt you would be able to do 
this in Canada. It would geem to me to be rather a 
difficult operation for a central bank to try and 
effect a stock of money in the region or effect interest 
rates when you don't have a money market of any type. 
So, we have been looking at alternatives, and we have 
come to the conclusion with the help of people like 
Professor Cairncrogs, through the use of more selective 
instruments of monetary policy that some getridege might 


be taken to achieve the effect of Sheltering the region. 
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Cairncross suggested, and we are inclined to support 
thie,,.that the Bank of Canada shoyvld, use its powere of 
persuasion, however extensive they may be, with the 
chartered banking system in order to instruct the banks, 
if that is the proper word,. that any national. policy 

of credit restraint should not be applied in this part 
of the. count zy, 

We feel probably in addition to this we 
have.had.to look at ee L.Dub..@nd, felt that. .by altering 
the nature of ite operations in the short term it 
could have the effect of,.offgetting national , policy .of 
gredit eer which was making money less available 
to certain claggeg.of. berrowers. .Thia was,the baeis 
for, the.thinking in.regard. to the differential interest 
rate level, and that.1.D.B. might ,put.into effect. 

We have also felt that,the same effects could be achieved 
by adopting policies of a similar nature, say, by the 
Central Mortgage and Housing Corporation, This ig the 
type of sort of selective inetrument, and probably falls 
into. the area of fiseal.policy, undoubtedly, but it is 

in fact a monetary approach. 

COMMISSIONER MACKINTOSH: Did you in fact 
find that the federal reserve system organized in 12 
districts did produce a differential in rates? 

MR. GALLAGHER: There have been cases of 
differentials. existing... They don't normally exist for 
too long a period of time. 

COMMISSIONER MACKINTOSH: They don't all 
work simultaneously? 

MR. GALLAGHER: No. 


COMMISSIONE MACKINTOSH: But there ig no 
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very perfistent differential except that interest rates 
are higher in some of the more remote districts and 
lower towards the big money markets? 

MR. GALLAGHER: That ig right, and that 
ig true of rates generally aside from discounts and 
that kind of thing. 

COMMISSIONER MACKINTOSH: So there ig not 
really any presumption that developing 5 or 10 Bankes 
of Canada -- which, God forbid -- would produce regional 
differentials? 

MR. GALLAGHER: We haven't been inclined 
to pursue this form of golution. 

COMMISSIONER LEMAN: Isn't it true in the 
United States they are drawing away from differential 
bank rates? They used to have differential bank rates -- 
discount rates -- and they are drawing away from that? 

MR. GALLAGHER: Generally, I gather this is 
True ; oye: 

COMMISSIONER LEMAN: Mr. DesBrisay, I have 
another point I would like to ask a question about: 
In paragraph 118 you suggest: "Certainly, some attempt 
must be made to at least have the effects of monetary 
policy felt by the consumer finance ‘companies and other 
non-bank holders of liquid assets." Some of these 
finance companies have already appeared before thig 
Commission and they sort of felt that they were sensitive 
to these movements of monetary policy. What sort of 
night-stick did you mean to equip us with? 

MR. GALLAGHER: I don't think any whipping 
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or six years the behaviour of the credit extended by 
consumer finanee companies I don't believe would indicate 
they were very responsive to the type of policies that 
were being pursued by the Bank of Canada. I think one 

of the annual reports of the Bank of Canada has contended 
that thie type of broadening of the impact of its policie 
Would be desirable. We are inclined to agree. I am 

not familiar with the argument expressed by the consumer 
finance companies that they are sensitive to monetary 
policy. I would be inclined to doubt they are to any 
significant extent. 

COMMISSIONER LEMAN: What means would you 
suggest to use to make them feel the effects of monetary 
policy -- what specific tools would you have in mind? 

MR. GALLAGHER: I would be inclined to 
pelieve that control of this type, or bringing this 
type of institution within the area where they are under 
the control of monetary policy would probably involve 
the development of some administrative controls to be 
implemented by the Department of Finance. This may 
well be a much more difficult thing to achieve than 
it would be by just moving interest rates up or down. 

COMMISSIONER MACKINTOSH: What do you mean -- 
for example, controlling down-paymentes? 

MR, GALLAGHER: This type of approach. The 
British have developed some controls in this area, 

COMMISSIONER BROWN: Would you suggest the 
Atlantic provinces should be exempted in this situation 


too? 


MR. GALLAGHER: I have not suggested. 
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COMMISSIONER BROWN: But I am asking now, 
you are the one that said that. 

MR. GALLAGHER: I do not really know. If 
we can assume that all these loans are being taken out 
in-order to increase the purchases of consumer durables, 
ih in Ontario, then I cannot see any sound economic 
reason for exempting them. 

COMMISSIONER BROWN: Cairnecrogs in his 
paper, as I understood it, rather played down the 
detriment to this area because of the monetary restrictions 
on the banks. He rather came up with the conclusion 
that this may have had a very small effect but it was 
not really a large: factor? 

MR. GALLAGHER: I believe, if I recall 
correctly, he indicated that he could not find any large 
number of cagege whereby production and employment had 
been affected by virtue of, say, tight money being 
implemented through the chartered banking system. 1 
think thie is essentially what he said. He did,. however, 
go on to make the suggestion that some bank, presumably 
the Bank of Canada, should exhort the chartered banks 
not to apply with the same type of vigour a, policy of 
credit restraint in this region that they would apply 
eleewhere. 

This if a field in which I do not have any 
specific answere and I do not think anybody does as 
to the question of to what extent within a region Like 
ours we would feel the force of monetary restraint more 
thamrcitnkecfelt nationally. 


Cairnecrogs said that he could.not find very 
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many .caseg. ,There have been.a.number .of theoretical 
arguments developed which would indicate that at least 
theoretically thig,sheuld sbe.,.the..vesult,. that regions 
like this should,.feel.eredit, restraint .with much greater 
force,...People,.Like Galbraith,have written along these 
lines. 

We, have formed the judgment that it probably 
does, that. credit restraint. would have a greater impact 
down here than itis .likely to,have, in athenwparts 
of the country. 

COMMISSIONER BROWN: Not necessarily a greate 
impact but a more unnecessary impact. 

MR. GALLAGHER: Well, both unnecessary -- 
any impact on monetary policy which was designed to slow 
down the pace of expansion nationally we feel, first of 
all, that this policy would not be appropriate down 
here at all to any degree but that the degree to which 
monetary policy is effective -- and I have some reservatipbns 
of the effectiveness of monetary policy for achieving 
these objectives -- is probably more effective here 
than elsewhere. 

COMMISSIONER BROWN: I rather got the oppogsit 
impression from reading Cairncrogs. 

COMMISSIONER MACKINTOSH: Didn't Cairncrogs 
go on with a more positive statement that while he found 
Some small effect of the direct influence of the higher 
rates here, much the greater effect was the direction 
of New Brunswick markets elgewhere because of the higher 
Mates there. 


MR. GALLAGHER: Well, there is always the 
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possibility that given the fact that Cairncrogss found 
only a gmall number of cases if he had looked longer 
and harder he might have found many more. 

COMMISSIONER BROWN: JI think if the effect 
had been general’ he would have found*more. 

MR. GALLAGHER: Pardon? 

COMMISSIONER BROWN: I think if the effect 
had been-general he would have found ‘more. 

MR. GALLAGHER: I would be inclined to agree. 

COMMISSIONER MACKINTOSH: I think we have 
tovadmits thawte aeereiryeydttricuve+ te -find“epecrtically 
an unquestionable incident anywhere in Canada where you 
could say because the rate wage 63 it did not go and if 
it had been 6 it would have gone. 

MR. GALLAGHER: That is a minor factor 
even in the Atlantic region. 

COMMISSIONER MACKINTOSH: It is hard to tell 
because it“ts”added fn'“to ali“*the-factor®. 

MR. GALLAGHER: But I think there might well 
be some logic in concluding that if the policy is designe 
to inereage the cost and has the effect of developing 
&@ rationing process whereby credit is not as available 
as it “was as far age the cost ia concerned I do not think 
this is as important a’ factor, at Teast not ag important 
az the question-‘of availability. “And then if you can 
conelude that larger firms because of equity capital 
can borrow nationally and that the small firms in 
New Brunswick do not have this alternative there might 
be forced upon them a disadvantage to some extent. There 


may be some logic in the theory that an area which is 
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populated with a great number of small firme would feel 
the force of: thiswereditprationings process to a greater 
extent. than a.more. populated area... don't know how 
far;you, could, prove. this,, but,,I,,think, thig..igs, the, general 
thinking that lies behind what.has been included in 

the brief. 

COMMISSIONER BROWN: I notice just at the 
end. of your brief you come out in favour. of a National 
securities Act. Do you gee any constitutional problems 
in arriving @tethie? 


HON. MR. DesBRISAY: This is ag a result 


of. experience we have had with some of the other provinces. 


We find that legislation is varying greatly throughout 

the provinces of Canada and the Attorneys-General of 

the provinces are presently. > working on this. problem. I 
4 me 

have not seen xa den ly whether they have come to any 


final conclusion but there geems to be an area which 


could be.explored, Constitutionally I am not prepared 


COMMISSIONER BROWN: What argument do you 
gee against ,Lt? 

HON. MR. DesBRISAY: Against having national 
control? 

COMMISSIONER BROWN: Yes. 

HON. MR. DesSBRISAY: We are in favour of it. 
We do not have any argument. 

COMMISSIONER BROWN: You are not prepared to 
put up anything against it? 

HON. MR. DesBRISAY: No. 


THR CHAIRMAN: If necessary would you approve 
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of a constitutional amendment? 

HON. BR., Des@BRISAY:. . If, it had. to, go, that 
far, fir, I believe we,would, seriously consider it. 

It, 8. certainly an, area which, has been. unexplored. and 
we, feel, at. The the present. because there is a great 
variety of legislat.ion existing jin the provinces and 
af@oaresult it is. hard... Undoubtedly what, has happened 
in..€ome ,.parts. of the weat hae done some damage to our 
market here in New Brunswick. 

COMMISSIONER MACKINTOSH: In gome of the 
other provinces we were given to understand that now 
that New Brunswick had put its house in order there 
were very little probleme and that the provinces were 
fairly standard. 

HON. MR. DesBRISAY: We have a very difficult 
time putting our house in order when people can dictate 
what we do when they are sitting in Toronto through the 
stock exchange. We had one very interesting experience 
in this regard,.mot.too ,longwagoa. 

COMMISSIONER BROWN: In what way? 

MR. GALLAGHER: Where one of the stocks of 
a New Brunswick baged company, or at least where the 
Operating property was in New Brunswick was taken off 
the exchange. This is the sort of thing that obviously 
would give us some kind of difficulty and sort of give 
Our reputation another kick when it was clearly beyond 
Our gontrol. 

COMMISSIONER BROWN: Isn't this one of the 
problems you get if you have central control with a 


bureaucratic organization that takes action without 
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recourse? 

MR. GALLAGHER: This is the effect in any 
highly centralized system but ag it applies now with 
all sorts of legislation applying on a very broad 
basis by individual governments sgome-element of 
centralization would be called for. 

COMMISSIONER BROWN: You would rather trust 
Ottawa than Toronto. 

THE CHAIRMAN: They are both in Ontario. 

HON. MR. DesBRISAY: I think if we had a 
federal agency without too many controls we would be 
prepared to disseminate the information across the 
province. 

THE CHAIRMAN: Without too many controls? 

HON. MR. DesBRISAY: Yes. 

THE CHAIRMAN: Have you ever known of a body 
set up for that purpoge that limited itself to the 
appropriate number of controls? 

HON. MR. DesBRISAY: Thies might be an 
arm of the Department of Finance or of the Bank of 
Canada or some other financial institution that could do 
this but I think generally the other provinces we have 
Spoken to find the same difficulty. We are exchanging 
information right now with Saskatchewan. We have no 
machinery to do this. We are not Suggesting rigid 
controls but full information and standardization of 
Securities fraud prevention acts. 

THE CHAIRMAN: Well, thank you very much, 
Mr. DesBrisay and gentlemen, The brief hag been very 


interesting and I think the discussion hag been ve ry 
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useful indeed. 

We shall now adjourn until tomorrow morning 
3] at 9.15 when we shall hear the brief of the Atlantic 
Provinces Economic Counsil. 
5 | HON, MR. DesBRISAY: Mr. Chairman, should 


6 there be anything further you wish from the province 


7 of New Brungwick we shall be happy to furnish it. 
8 THE CHAIRMAN: Thank you very much. We 
9 may call upon you for some further information. 


10 --- Adjournment. 
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Toronto, Ontario 


Fredericton, New Brunswic 
Tuesday, June 5th, 1962, 


--= On resuming at 9.15 A.M. 
THE CHAIRMAN: We have the brief this 
morning of the Atlantic Provinces Economic Council. 


I believe Professor Smith will present the brief. 


SUBMISSION OF THE ATLANTIC PROVINCES 


ECONOMIC COUNCIL 


| A PPEARANCES 

Professor W.Y. Smith = prottaéat 

Mr. Arthur Parks - Director of 
Research 

Mr. Nelgon Mann - Executive Directo 


W-=- Professor Smith reads summary. 
COMMISS IONER MACKINTOSH: Professor Smith, 
I wonder, as a matter of background, whether you 
would expand a little on the Atlantic Provinces Economic 
Council? What relation, if any, ye it to the 


provincial government? 


PROFESSOR SMITH: We are completely independent 
of the provincial governments. We draw a grant from the 
province of Newfoundland. That is the only provincial | 
funds we get. At the present time our revenues are 
about $110,000. The great bulk of this, all but 
$16,000 which we get from Newfoundland, comes from 
contributions within the region. So, we are an 


independent body completely. We are associated with 
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the government on the Atlantic Provinces Research Board. 
This ig a regearch organization that was set up by 

the four provinces, and Mr. Parks, who-ig our director 
Ofieresearch; is«the \gecretary,of ,the board. 

COMMISSIONER MACKINTOSH: The provinces ag 
euch do not participate “in the Council except 
Newfoundland; is that right? 

PROFESSOR SMITH: That is right, gir. 

We are an independent body completely. 

MR. MANN: Mr, Chairman, may I speak to that 
for a moment? 

THE CHAIRMAN: Yes. 

MR. MANN: The province of Newfoundland's 
contribution ig now 12. The reason for the Newfoundland 
contribution and participation is on behalf of industry. 
Letidnmietaon’ behabfbhef Atsehfitick thimk thie is 
important to understand. We have gome 380 odd members 
in Newfoundland, representing Newfoundland, and instead 
of APEC getting contributions from them the government 
of Newfoundland pays for them. So, for the record, 

I think it should be made clear that really the 
government of Newfoundland are paying for the industrial- 
ist, and therefore the members of APEC are all free 

and independent of government completely. 

COMMISSIONER MacKEEN: Perhaps you would tell 
the Commission what your total membership is? 

MR. MANN: It ig in excess of 2,000 and thege 
come from all parts of the four provinces, and I might 
fay, Mr. Chairman, a number of these members are from 


firme whose head office ig in central Canada but who do 
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: business down here. | 
: COMMISS IONER MACKINTOSH: As I understand 
? one of the main contentions of your brief, it is that 
4| the level’ of economic activity in this region depends 
: on capital investment. 
_ PROFESSOR SMITH: To a very great extent, 
7 on capital investment. 
8 COMMISSIONER MACKINTOSH: This, in turn, 
9 depends on business expectations on the one hand and 
10 


the amount of government capital investment on the other 
11| Now, ‘the implication of this, I’take it, 1g that the 
12/ Atlantic provinces could -- and if they could -- by 
13 | what you might call induced investment on either public 


14 or private, break out of the circle of relatively low 


15 ineome and low employment. They might, as it were, 

16 get into another orbit at another level. 

17 PROFESSOR SMITH: This ig right, sir. 

18 COMMISSIONER MACKINTOSH: What I do not find 
19 in your brief, and what intereste me, is, what are some 


20. of the fundamental disabilities which have kept incomes 


21 ln the region down and have made business expectations 


OW less attractive than elsewhere, and what solid basis 
23 Le there for the hope that these disabilities can be 
24 overcome? 

25 PROFESSOR SMITH: Dr. Mackintosh, this ig 


26 a very good and very valid question. Historically, 


27 the history of this region has been very greatly 
28 conditioned by the immense capital losses woten Wit 
29 us in the period between 1880 ang 1900 que to \ 


30|| ®chnological changes and other factors. We did suffer 
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enormous capital losses, but at the game time, looking 
at the growth of Canada after Confederation, there was 
certainly a decline in our location advantages. Whereas 
in 1867 we were situated, gay, in the heart of the 
then induetrialized: part. by: 1939 this; situation had 
completely changed; Canada had filled out; we were 
on the periphery of a great trans-continental Canada. 
Algo in this period the relative value of our regources 
Geil imed 2 

COMMISSIONER MACKINTOSH: You mean relative 
to the resources in other regions? 

PROFESSOR SMITH: With the opening up of 
the West -- the opening up Canada -- our ae 
declined in their relative value. Then; of courge, 
the ‘growth of the tariff had some \impact onuites I 
wish I could quote verbatim from the report you wrote 
for the Rowell-Sirois Commission. I have on many 
occasions used what you said on that occasion, 

COMMISSIONER MACKINTOSH: That is the trouble 
with the Atlantic Pepaiad diva ty They arecalways bringing 
Upfhiseory. 

PROFESSOR SMITH: I have in many cages quoted 
what you said about the impact of the tariff -- that 
lt‘came just at the wrong time when we were trying to 
adjust to basic technological changes. Then, of course, 
in the twentieth century you have the concentration 
of industry and the growth of monopolistic competition 
which meant that secondary industry in Canada tended 
to aglomerate in Ontario and Quebec, and the small 


Maritime manufacturer found it increasingly difficult 
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to compete. There were other factorg:. The opening 
of the Panama.Canal adversely affected our forest 
resources; competition from British Columbia not only 
affected our position in the U.K. .but.in.the markets 
of the United States seaboard and, indeed, in the 
markets of eastern Canada itself. .So0, a whole series 
of institutional factors and basic economic. factors 
beginning about 1880 have affected. our relative position 
Within the national ,econemy,. I do;think.walso.there te 
2 ome tendency in any federal system, for the institutions 
to become adapted to the needs of the more rapidly 
growing regions rather than the regions which are in 
economic difficulties. 

COMMISSIONER MACKINTOSH: Let me .come at the 
Same viewpoint from another angles What do you see 
ae the characteristics of an Atlantic economy .or an 
Atlantic area in the Canadian economy which might in 
present day terme be viable and highly productive? 

PROFESSOR SMITH:, Well, I.think .that if you 
look at the changes which are underway in world trade 
at the present time it is quite posgible in the next 
<Q years our location advantages will improve, It would 
Eeem to mé we must. move towards much freer trade in 
the whole North Atlantic area and that we will have 
greater access,to the markets. of the United States than 
we have had in the past, and to the markets of Western 
Kurope. 

COMMISSIONER MACKINTOSH: What commodities 
are you looking at in this possible increase in 


exports? 
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; PROFESSOR SMITH: If you look at the way 

: conditions are developing in Britain and Western Europe 
° you find what ig happening in-essence is that’ they are 

: moving into the North American standard of living, the 
etandard of living for many’ peotple-=+ for middle clases, 
if you like tO Use that phragee =-"whieh we vegan to 

i get in the lato? ecO0's, This means a very great demand 

for base metals and for pulptand paper’ So," P4avould 

: think our resource industries should find expanding 

10 markets in Britain and in Western Europe -- forest 

11 products and base metale. “We dontt” feel the’*resource 

12 industries -- the growth in them alone would be 

13 sufficient to absorb our labour force -- the increase 

14 im our dabour force. We Unink there ITnductries are 

15 too capital intensive and that we muet have “cont tderable 
16 expansion in secondary industry, and tiat “it “Le -poee pte 
17 in thie area To build up @ secondary iIndustry-whteh is 
18] © selling quite a substantial amount of its production 
19 overseas. It hat really been remarkable” in°the*laet 


20] geven or eight years, the firms in the Atlantic 
ae provinces that have been able to open up and develop 


Ze markets in Western Hurope. 


Zo COMMISSIONER MACKINTOSH: What sort of 

24 products? 

25 PROFESSOR SMITH: For example, the Chestnut 
26 Canoe Company in Fredericton here. It does not make 


$y too many canoes now, They really build pleagure craft. 


28 They have developed a fairly substantial market in 


29 Britain in ple@sure craft. 


30 Another good example is the McKane Food 
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Producteé in the Upper Saint John valley. They have 
built up very substantial markets for frozen foods 
in the United Kingdom so we do think it is better - 
to extend our secondary industry. 

In other words, we do feel that bagic 
changes in world trade in the past 20 yeare may be 


in our favour, that we may recover something of the 


locational advantages we had in the 19th century. 

But we feel that this: won't be enough, that we need 

Specific national policies to help us and accelerate 

growth. The over-all international fituation, the 

Over-all environment in which we are working may be 

more favourable to ug but to take advantage of this 
Situation we feel a new national policy is required 

and quite frankly our area of regional development 

has been very much below development in other countries. 

If you look at Canada we are practically 

the only country in the western world that has not got 

comprehensive policies to assist with the accelerated 

growth of such regions. Practically every country 

in Western Europe has thege policies and, of course, 

in the United States they have recently passed the 

Area Re-development Act. This Act only went through 
Congress in 1961 and it is pretty early to judge its 

effectiveness but if you look at the Sort of policies 
that have been adopted in Britain and France or in 
Italy or in Norway you will find that the common 

denominators of these policies are (1) that the Federal 
Government has spent very considerable funds to improve 


the social overhead capital structure, The Italian 
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Government have spent very Substantial funds in 
Southern Italy improving roads, railway gervice and 
in irrigation but in addition to that some direct 
action has to be taken to spur on more capital develop- 
ment itself. In other words, it has been found that 
Just, giving the. social Overhead capital gtructure igs 
not. enough. This would help but essentially it is 
permissive and what is needed is a policy which more 
directly affects industrial and capital development, 

Here, policieés are usually divided voughly 
into two categories. One is a programme to develop 
cornerstone industries, We try to get something really 
big into gix or geven centres in a region which will 
become the nucleug of Srowth and industrial concentratio 

COMMISSIONER MACKINTOSH: JI would like to 
eet, into, thatea Little later. You, feel if some of 
thege measures you recommend are undertaken and under - 
taken in sufficient mage and volume that self-perpetuat ing 
momentum could be developed here? 

PROFESSOR SMITH: Yes, ang I think the gocial 
cost of some of the aid we are getting in Canada could 
be reduced, 

COMMISS IONER MACKINTOSH: Now, Supposing the 
recommendations that you are making for institutional 
changes were carrieg out and they go to work , how will 
the hoped. for multiplier effect of that be contained 
in the-Atlantic provinces? 

PROFESSOR SMITH: Well, of COMME. A Likswoet Lt 
would not be contained but if we developed certain growth 
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market. in the region and, of course, one would hope 
that the, industries that are developed -- in fact the 
policy should ensure that the capital is steered into 
the industries which have strong linkages within the 
region. For instance, if we could ectart. something, bite 
anywhere, let us say in the Bathuwet-Neweastile,. area 
in the way of base metal Smelting and refining and” get 
a Sulphur by-product we would hope you would link from 
there into chemical products. So that you would try 
to gear ~-« 
COMMISSIONER MACKINTOSH: A lot of industries 
have Sulphurous by-products acrosge the country. 
PROFESSOR SMITH: But these are very well 
located. The base metal deposit is right on tidewater 
with ready access to world markets, It is particularly 
well located. So that ag you get your cornerstone 
industries you should think interme” of ‘the linkages 
they would have and, of course, the fact that they would 
broaden the market LGeelf. OF course, the multiplier 
itself cannot be contained within the region. 
COMMISSIONER MACKINTOSH: You suggest a 
Capital Projects Commission anq Capital Fund. How 
would you envisage that Capital Projects Commission 
being composed and how would it work? Ig this primarily 
a planning commission? 
PROFESSOR SMITH: No, we would envisage the 
Capital Projects Commission itself being a body that 
would consider prodeecte of aid public investment that 
would be directed to it by the provincial governments 
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would recommend to the federal government the ones 
that should be implemented and report on the ones that 
Should not. The planning itself should be done by 
the provincial government. We are not suggesting it 
be taken out of their hands but it would be a body which 
would assess and advise the federal government and 
establish priorities as regards the public investment 
projects which would really give a direct stimulus 
to growth. 

COMMISSIONER MACKINTOSH: And be concerned 
entirely with government projects? 

PROFESSOR SMITH: Yes, this ig the Capital 
Projects Commmgsion., In addition,ag we said, there 
would be a fund which would be administered by a 
competent group of people, a group of commercial and 
businessmen I should hope with some knowledge of commerce 
and industry and they would consider proposals in regard 
to cornerstone industries and assistance to their 
progress. 

COMMISSIONER MACKINTOSH: The fund then would 
be of assistance to private industry? 

PROFESSOR SMITH: Essentially assistance to 
private industry directly. 

COMMISSIONER MACKINTOSH: Now, what do you 
fee as the characteristic of these cornerstone plants 
and how can you tell one if you meet it? 

PROFESSOR SMITH: Well, if I were assessing 
a cornerstone industry I would be very concerned about 
its linkages, that is, the industries that might 


proliferate around it, the extent to which it produces 


. 
Ui P : 4 a 


Pp = ek oe ed 
: ; : 


Hom Ls: 


aero ont eines Isvepet edt ot Doane 


jsdj geno oft mo trogex bas bstnemeldmt ed pluona- Pat rie 
t) ft 


yd enob ed bluoda theati gatarslq edT iton pluods 
Ji gotieesgue tom evs oW .tnomarsvog Isfonivorg oft 
dotdw ybod 6s ed bluow tr dud abasd siedt ‘Yo tuo nest od 
bas. tremarevog Isrebst edt eaivbs pars seozes blyow 
 Inemtesvat of Idug ed3 abyeget as eettixnotxq dalidsise 
sulpmite sootlb s svig yilsex biluow dofdw Btosftord 48 
-dtworg oF ie 
bemresono sd paA :HaOTHIXOAM ASUOL BELMMOD . ol 
Satoetoug Jaemmreves Wilw ylertine rt 
[etiqs) edd af afdd .aeY +HTIMa AO@amioRd i 
sredt .bisa ow as.qcotiipbps nl .nofasammmod stosiod et 


8 Yd peveteintmps ed pfsow dotdw baw? 8 ed piuow | 


pas [8foxrsmmce to qguorg 6 .eSiqoeq to quots tastfeqmoso let 

wn rere to eabelwonN emoa diitw ager pivoda 1 momasentaud lat 
rere cit alseoqorq tebisdoo pluow vedt bas yitaubal bas vr 
yied} ot somsiateas bas Belytaubal eaoteuenmroo ot let 

| . BBST R010" Qf 

plvow ned? baut efT sHaO0TMINOAM AHAMOLE2IMMOO - 18 
fyiteubal staviytq ot somstaieaas to od ite 


og sonst atans vilfsiteessa sHTIMG AOCcHHOAL ce 
Vitostip yrtaubal otsving PAN 
voy ob tsdw .wok :H&0TMUIADAM AMMOLAGIMMOO BS 
einelq enotarernroo sasdtd To oljetrvetosrede odt as 993 ae 
fii teem voy TI sco [let noy nso wod bas as 

gniseessas sisw i tf .lilew sHTIM@ AOBSAIONG 
tuods beaxsonos yrev ed blvow I witaupeat ero terentos' Ss” 


tigim ted} getuteupal edt .st tent .geasiatl ae 4 


)Requbomg t+! cofdw ot sa al ett pavers vest 
a ™ x Tu a 5 ol a hr eee | 


29 


30 


Netherent 6 Young = 2079 a 


Tereante, Ontario 


a produek and» eneourages- ingustrv to fever tt Li te Lie 
this product’ and 'the®extent -to'which' the  tnducstry 
iteclfvesta tienes a maeket For other“ ingustries. 

To a certain extent economic growth is organic in nature 
and one industry tends to create external economies for 
anotheren fimypoatd@eveloprtii.a replon seven or erent 
centres of industrial complexes and you get linkages 
then you will find other industries would proliferate 
around it with all the other economies that come from 
Skibledylabour wit #4rf pe erne lnduetry “PteéeLPUwhilT attract 
industry. 

COMMISSIONER MACKINTOSH: PU SEs" not *eaey 
to select industries which Bewera PEy Pita Outta pe 
a cornerstone industry. I can seé some possibility of 
the scriptures being reversed --' the £%one whitch ‘the 
builders chose which turnéd out not to be ‘the pead OL 
the icorner? 

PROFESSOR SMITH: That is true. 

COMMISSIONER LEMAN: Have there been quite 
often a lot of promotional efforts made in the Maritimes 
that have been unsuccessful? JI assume the Council would 
follow this closely and watch it,wouldan't it? 

PROFESSOR SMITH: Yes indeed we would. 

COMMISSIONER LEMAN: Hae there DéEer Guia, Lot 
of local intt‘-ative used to try to provide such keystone 
industries which have been unsuccessful because of 
ditficuidy an raising’ capital’ or'lack of knowledge of 


what the market prospects would be? 


PROFESSOR SMITH: One could think of several 
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: iné tances” of keystone ‘industries that» might. have | 

"| developed Neseemivithetarea if? more incentive had been | 
i bre leet tute SH OOCHIe nve TY tcalirtors Sich ini oahea mee stone | 

. industries that have been promoted that proved to be 

: failures in’ the»sente that--they got-“Lnto production and 

% were then complete failures. 

/ Tf you look, ‘gay,’ at the Vead-zinc deposits 

: in the Bathurst-Newcdstle- area it seems to me it 

? would: be in the interests of the government of Canada 

10 tf do anything within reagonableness to encourage. the 

11 


development of a large lead-zinc-chemical complex in 
12 that area. An effort is being made to get that 
underway at the present time and probably will go on 
14/ and develop but I would say if.it turne out that there 
15 are particular agsigtances or incentives needed then 
16 the federal government should provide these. It is 


17) an area of high unemployment and the social costs are 


18 very high and if you’ can give this sort of aid in the 


19 long run it may be legs expensive. 

20 COMMISSIONER BROWN: What are the obstacles 

21 or the objections to private industry establishing such 
22 a Smelter in that area’ now? 

23 PROFESSOR SMITH: There are no objections and, 


24 as I say, a company has been organized to do that but 


25 all I say ig in a situation like that where the creation 
26 of a big industrial complex centre is being promoted 

O17 it “Le noti anveasy thing and if aid ig necessary we feel 
28 it should be forthcoming. This ig the particular point 
29 we make’, 


30 COMMISSIONER BROWN: I was just trying to find 
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out why private industry has not established it already. 

PROFESSOR SMITH: Well, the market for bage 
metals hag been very depressed for the last four or five 
years, 

COMMISSIONER MacKEEN;: This answers the 
question, doesn't it, that discovery of the mineral 
regources coincided with a world surplus ofthe minerals 
and there has not been much inducement to develop 
eince? 

PROFESSOR SMITH: That is it, but developments 
are underway at the present time. 

COMMISSIONER BROWN: Is there a bit of 
bargaining going on to wait and see if they can get some 
assistance before they actually go-aneadg? 

PROFESSOR SMITH: No. The province has offered 
them certain aseistance but this is only one example. 
There are other instances, There is a company very 
interested in developing the manganese deposits in 
the Woodstock area. I have talked to some of the 
executives and here they are and have been held in 
the past ag*tTaer-aer’ £ know by a@ Shortage of capital. 

I know of a number of large indugtrial plants 
during the years that I was economic advisor to the 
government that could have come in if we had been able 
to give them the sort of assistance that they needed 
and that they could have got in many of the countries 
of Western Europe. 

COMMISSIONER LEMAN: What has been the history 
of industry based on forest products? 


PROFESSOR SMITH: Very good indeed. Our pulp 
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and paper ‘industry’ has been growing very rapidly. 
the productivity of the industry 18 very high. It 12 
a very highly developed and very efficient industry. 

COMMISSIONER LEMAN: Do you regard it ag a 
keyet one? 

PROFESSOR SMITH: Oh certainly. 

COMMISSIONER LEMAN: Is it not easy to build 
more OSroura Lo? 

PROFESSOR SMITH: Well, the pulp and paper 
industry is a capital intensive industry. If you look 
at the figures for employment in the resources industry 
they have been falling because the resources industry 
is agriculture, forest industries, mining, and they 
have become more and more capital intensive so we need 
a very definite attempt to build up cornerston® industries 
based’on labour intensive secondary industry. 

COMMISSIONER GIBSON: Have you had much 
“pansion of secondary industry related to’ pulp and paper 
and “other wood products? 

PROFESSOR SMITH: “It has been slow, 

COMMISSIONER GIBSON: I can think of one or 
two cases and you wonder why it does not go farther. 

PROFESSOR SMITH: At the present time I 
can think of one development which is linked to pulp 
and “paper. Canadian’ Industries Limited are opening a 
new ceaustic soda chlorine plant at Dalhousie. ag a a 
or course, is Linked to pulp and paper but there again 
you are faced with an industry that is very capital 
intensive: There have béen some but it haf not been 


Substantial. By and large the employment in secondary 
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industry in the Atlantic provinces today is about what 
it wag in 1946, 

COMMISSIONER GIBSON: When you were talking 
about secondary indugtry you gave a couple of examples 
andmit*séems to ome that “poth these -examples ‘are 
part icubarlybrelate@*tetyour resources yinduatry.' You 
eive: Landang -inythe*otherecase,bdmnthededteiof the 
Chestnut Canoe Company because, I suppose, of a demand 
for canoes and lots of good wood around? 

PROFESSOR SMITH: I think we will get a few 
developments based on this but the growth of employment 
enoouraging industry hae not been substantial. 

COMMISSIONER GIBSON: But you see a secondary 
industry growth in the main, I take it, related to 
eertain natural advantages and natural products. This 
is not a sort of general increase you are talking about 
in:secondary industry? 

PROFESSOR SMITH: » Most, I think, would have 
linkages’ in the region, yes, but, of course, there are 
algo many industries which are footlooge in the gensge 
of tending to move to the labour supply if the labour 
Supply is at all attractive. Electronics is an example. 
We would expect, if we had the right sort of policy to 
attract some of this footlooge industry but naturally 
a very large industry would naturally be linked to our 
regources, our locations, Some economists consider 
location as a resource, 

COMMISSIONER LEMAN: How about the labour 
Supply? You-say in areas of relatively high unemployment 


What has been done to arrange a good labour supply and 
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1 build around that? 

2 PROFESSOR SMITH: Well, labour rates here 
3] on the average are very substantially below ratee in 
4| other parte of the country. I would not want you to 


5 think that I.feel,that.economic growth is simply a 


6 matter of.capital formation, I think you know in the 
7| Bst five or six years there has been a definite change 
8 in, thinking. in.this,regard,, .L,think, of, Colin,Clarke.'s 
9 book on Growthmanship. 

10 COMMISSIONER MACKINTOSH: Colin Clarke hag 


11 ridiculed. a, lot.of things,, 


12 PROFESSOR SMITH: Education is tremendously 
13 important and all our provincial governments are making 
14) 4% real,efforts on, the, technical.education. side......L. think 
15 we. mugt.do more on this side. You mention capital 

16 formation. It is a factor of economic growth which is 
17 most closely related to this Gonmiggsion. I would not 
18 want you to think that I have any idea that capital 

19 formation itself is the answer to growth. 


20 MR. MANN: While the reference will be toa 


1 resources industry yet the establishment of the new 
93 Stora Kopperberg plant at Cango Strait has given such 


an upsurge in employment in industry surrounding this 


23 

aa new plant ag the Fraser did when it. started etc., but 

95 this is something that is brand new to the region and 

76 really having its effect, 

_ COMMISSIONER MACKINTOSH: What ig the plant 
again? 

28 

a MR. MANN: It is the pulp and paper industry. 


COMMISSIONER GIBSON: This ig what you described 
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: asa cornerstone operation? 

i MR. MANN: Yes. 

‘ COMMISSIONER GIBSON: Do you see much else 

. coming in around that? 

5 MR. MANN: Well, the establishment of the 

6 harbour facilities ag the result of its locating there 

7 points up a number of things. Already another resources 
8 industry is building and is going to ship from there 

9 


now. Along with this there have been certain industries 
10| that have taken a look at it and I think ae time goes 

11 on this area will grow as a result of the start made 

12 here, The same thing will be true, we feel, in the 

13 Bathurst area but, as I was saying, this igs in a resources 
14 sector. We find that it is in the secondary manufacturing 


15 end which we are trying to concentrate on and to point 


16 up where employment can be most effective. 

17 COMMISSIONER MACKINTOSH: Has there been any 
18 experience in the region with industrial estates? 

19 PROFESSOR SMITH: Yes, there hag. Nova Scotia 
20 has an industrial estates corporation. New Brunswick 


21 was prepared to do roughly the same sort of thing, and 


22 the other provinces have both at times done this, 


23 and the experience with industrial estates in Nova Scotia 
94 has been very encouraging indeed. Mr. Mann is more 
25 closely related to the operations of it than I am, and 


26 perhaps he would like to say something. 


27 MR. MANN: Well, Mr. Chairman, the industrial 
98 || C&tates operation -- and you have a member on your 
29 Commission, go that he knows more than I do -- hag 


30 been extremely successful, and in excess of 20 plants 
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have been built. Some are new and some are relocated, 

all of which have created more labour and generally 
epeaking have been very successful, and have made an 
important contribution to the economy of that province, 

Tt 48" inothesevareas where) large- amount sor money 

are needed and they come fromrthevresources’ of othe iprovince , 
nd thé-vesourte®-ofour provinée- are Limited’ 

COMMISSIONER MacKEEN: On cornerstone industrids, 
do we not suffer from the fact we haven't got certain 
suppliers uNOl HON enable secondary industry to either 
establish or expand? I have several of them in mind, 
and 2 ewikeY mention one in*particular, and that. ig the 
fact there ig no container industry -- tin cans or 
glass bottles or glass jars -- in the Maritime provinces. 
They all have to be imported long distances empty and 
returned full, and it is very expensive. Wouldn't that 
be ‘the typeof -Llnhdusetry* that-you-would Look”’to'°-S auch 
a body a& you have in mind -- which would enable an 
expansion in that range, and if it were established 
G&Oloe*er vemal “industries coulg“get soing: 

MR; MANN? ° -Thie’ is very “truey’ Thief *is the 
sort of industry we would like to encourage. There is 
the problem of economy of scale, and this has been 
one of the deterrent’ forthe location of “such”an 
industry “to'date ’° Our Council “te “doing the ‘kind of 
work that finds out what the market igs and tries to 
expand: the total volume involved to interest industrialigts 
Co Hrocet edrere., “However, “tiie Lethe “sort “of “thifie, 

COMMISSIONER MacKEEN: You have had a little 


experience “Dn tiat’. 
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MR. MANN: Yes. 

COMMISSJONER LEMAN: Professor Smith, at 
the risk of getting a little bit off the specific subjects 
the Commission is supposed to look into, I would like 
to ask you a question: Why is it that in the problem 
you are now describing to us that you need the federal 
-- would it be possible for the four provinces together, 
if you think the characteristics of these four provinces 
are regional in character, and therefore could form the 
basis of a very fundamental understanding between them, 
would their economic power if put together, consolidated 
in some way, not bring this about? 

PROFESSOR SMITH: I don't really think so. 
I would think the tax bage would be enough. I think 
they are doing @bout all they can do at the present time, 
If you look at the experience of other countries that 
have been faced with our situation, it has been done 
by the national government. You need the credit and 
authority of the national government behind the policies 
to make them work. I don't know of any lagging region 
that has pulled itself up by its own bootstraps. It 
is the national government that has come in and given 
the sort of aid that is necessary, 

COMMISSIONER MACKINTOSH: But in most of those 
instances there is no provinelal government. 

PROFESSOR SMITH: Of course, in the United 
States the area redevebpment act is an example of the 
federal system -- of the action necessary from the 
federal government. 


COMMISSIONER MACKINTOSH: But not yet working - 
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PROPESOOR “OMITH P™ Except it’ if’ an example of 

i the ‘principle’ being accepted, that with this sort of 

3| problem you do need the national government, 

f COMMISSIONER LEMAN: What I have in mind is 
P| that 1 actA capital necessarily needs to all 
?P come from this source. What I have in mind, rather, 

7 te Une ‘creation of the mien type of local or regional 
8 commigsion, and you ihabiet et dat an atmosphere of 

9 PUODOR, UG. > CO @ecrace MA cet C2D1ITel |) Ledom't tHink 

Wy 

10 you would necessarily need ne Lane tne V\eap ital in-rhie 
11 region, or perhaps Judt a portion of it. You ‘could 

12 attract private capital from elsewhere by creating 

13 a setup so favourable for it -- however, I am Lee 

14 you the question,’ not a@newertng” tt, 

15 PROFESSOR SMITH: I don't believe it could 


16|| be gone this way, that the amounts involved would be 


17 too large, and all I can say is that the experience 

18 in other countries ig against it, that it has always 

19 been the national government which hag etepped in tc 

20 do iv. The’ latest example is the redevelopment act 

71 in the United States where the United States sovernment 
22 hag accepted the PLING Oke “thay Tt isa nat long. 

23 problem, If you reaqg the message Kennedy sent. t6 


94 Congress, he made this very Specific, He did say while 

25 the municipal governments and the States have a foals 

26 to play -- and we would agree they have -- since ‘all 

27 a national problem, it requires assistance from the 

28 nat ional government, 

29 MR, MANN: Mr, Chairman, this is a very ditt ica 


30 question for us or anyone here to anftwer ~- this particular 
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Question. It is not difficult, but you have to be 
very careful how you answer it; and that is, that 
sufficient to’say if it’ Tis ‘going to ‘be ‘done’ it’ wtill 
probably be done on the federal level. 

COMMISSIONER BROWN: Saskatchewan hag had 


Some experience in working this out on a provincial 


MR, MANN: Yes, on a provincial basis. Mr, 
Leman was talking about the four provinces -- not just 
one province, 

COMMISSIONER BROWN: Well, presumably, four 
provinces would have more capacity than a gingle 
province. 

MR. MANN: I am not going to say any more. 

I think you know what I mean. 

COMMISSIONER LEMAN: There is such a thing 
as the European Common Market. 

MR. MANN: Which is a wonderful example. 

COMMISSIONER MACKINTOSH: In another part 
of your brief is the argument in favour of insulating 
the Atlantic provinces from any kind of credit restraint 
that may prove to be desirable for the economy as a 
whole. There doesn't seem to be a great deal of 
Specific evidence that high interest rates or credit 
rationing have actually been a very effective Strength, 
or that they have bitten into the Atlantic economy to 
the extent that investment did not go forward or projects 
were necessarily postponed. At least, that is what I 
get from Cairncross, 


PROFESSOR SMITH: But we acknowledge in our 
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brief that we do not consider it has "been a major 
factor in retarding growth. We Simply say, why apply 
a monetary policy to a region when it igs inappropriate? 
There are a number of institutional factors which make 
it difficult: One of them is that pertodically you 

are faced with a monetary policy which is inappropriate 
to the economic conditions in the region; to the 
extent pos@ible 5 try “to temper the wind to the shorn 
lamb; ‘This is all we are sajing,: 

COMMISSIONER MACKINTOSH: Of course, this runs 
all the way through. I can say, why is the government 
applying a policy to discourage excessive congumer 
Spending? Why are they applying this. I haven't-been 
conscious of any inflated income =- any excessive 
Spending. But, we all come under it. $l tan't this 
analogous to the region? 

PROFESSOR SMITH: Well, of courge, the whole 
matter of the selectivity of monetary policy is an 
awfully difficult question. We feel that there ig gome 
precedent for this. and it €bdur4 be done quite easily. 

COMMISSIONER MACKINTOSH: To what extent -- 
by what means could it be done? 

PROFESSOR SMITH: Quite frankly mainly by 
moral suasion, that the Bank of Canada would say to the 
commercial banks, “We want you to restrain credit in the 
country as a whole because of strong inflationary pressur 
but the situation in the Atlantic provinces ig not such 
that this needs to be done, and you don't have to apply 
the same sort of regulations and restrictions there that 


you are applying in the rest of the country." The Britis 
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of course, have done thie -- attempted to. Lord 

Amory in his budget speech of 1959 announced he was 
asking the commercial banks in areas where there were 
high levels.of unemployment not .to,apply rigid credit 
restrictions...S0, ag regards the workings of monetary 
policy itgelf, we think moral suasion would be one 

way sot doing .2it,. 

COMMISSIONER GIBSON:. Following up on this 
quotation,you.made from. the .United Kingdom experience 
of not applying .veetrictive policies in areas where 
there was a. large amount of unemployment, what is the 
appropriate .unit .to.~think,.of .in, Canada? ...Iss.itua 
provinee?..jle it .aaregion? Is) it an area? This seems 
to me to ges at thenfundanhental optobzemche re. How do 
you define an area of heavy.unemployment? Do you take 
& great chunk ofthe country, .or..do.,you, juet.take 
the places where you-have a major problem? 

PROFESSOR SMITH: This is bound to be 
arbitrary.-~.d,.would,gay.,cJawould think, of. it .in terms 
of regions, that it hag become customary to divide 
Canada into regions: The Atlantic region, Quebec, the 
Fraivies . 

COMMISSIONER GIBSON: Would you gay the 
Prairies is a region when Alberta has been growing 
much faster than the rest of the Prairies? 

PROFESSOR SMITH: There may be times when you 
say, "No;. we are going to split it into two regions." 
IT am not sure.it.has.peached,that stage yet. 

COMMISSIONER GIBSON: So you would think in 
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: PROPROSOR “SMITH: Yee, I would, 
2] COMMISSIONER GIBSON: Because you are Leavin: 
| OUG anveam: UPTrOuMuern Vourdo that, ) Hach one of the ge 
. cee One is avery aeree Chuunin or tne COUmUT ys | 
5 PROFESSOR SMITH: The repion Tan most | 
6 Knowledgéedpie avout Te’ our™own YFerion, anda my experience | 
7 Ceti | LU WOemLar le. Ulta mare: | 
8 COMMISSIONER MACKINTOSH: Isn't it possible | 
9 that Moneton ought to be restrained and the North | 
| 
10 ohore’ encouraged? | 
| 
11 PNUr BOOM OM Lei. Welt, "ae “sayy tn aie | 
12 Chere 4 rhinge’ there are’ the “arottwary~ fact ore and | 
13 ope rat ional~ factors. 
14 COMMISSIONER BROWN: I think the real thine | 
15 te chatemnenetary res rainy should*be-apprteq tomOnrario 
16 ang tot’ tO the Phesreorecanddar” Isnt that it? 
17 PROFESSOR SMITH: ‘There have been times when 
18 there would pe-fome Varldity in’ that. | 
19 COMMISSIONER BROWN: I think Mr. Gibgon 
20 mesa” DOlNt,. ana that is thateeven ine the Attantic | 
1 provinces there are some areas” that are relatively 
22 prosperous. 
23 PHOP EO DOR OMNI. “Yee | 
9A COMMISSIONER BROWN: And it is going to be | 


95 G@ilryitcuit) to say"to people’ in’Ontario,)’ "We “are restraining 


%6 you, but this prosperous area in the Atlantic provinces 
28 PROPESSOR SMITH: ‘In the United States they 


99 have broken up their federal reserve district into 


5 a 2 a s ! 
7 18 not restrained. 
30 twelve districts; they try to work on the bagsig of 


4 Oak 
; ‘ 
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twelve districts, 

COMMISSIONER BROWN: Now they are moving in 
thei other direction. 

PROFESSOR SMITH: I know the tendency ig that 
they have moved away from that type of monetary policy 
there. It is quite difficult to ascertain the extent 
to which a region is still viable in regard to economic 
policy. I made an attempt several years ago to examine 
thie, and all I am saying is that in the United States 
they split the country into twelve districts. 

COMMISSIONER BROWN: But in the United States 
they Bere have a@ branch banking system that went 
across State boundaries, and this is one of the problems 
in our banking system if you try to apply regional 
monetary policies, Also in the United States, I under- 
Stand they are swinging away now from the twelve 
regions and coming back to a more centralized one. 

PROFESSOR SMITH: My point ig this could be 
done in our present banking system on a- regional basis 
by moral guasion, 

COMMISSIONER MACKINTOSH: I think we first 
heard of moral suasgion in Victoria gome months ago, 
and it has come up in various forme. I think thig ought 
to be made explicit: You are essentially talking of 
credit rationing? 

PROFESSOR SMITH: Credit rationing. 

COMMISSIONER MACKINTOSH: You are not talking 
of differential rates? 

PROFESSOR SMITH: No, we are not talking of 


differential rates, 
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COMMISS TONER MACKINTOSH: It is only occagionally, 
I would think, that restraining meacures: co, to.credit 
rationing, specific and eystematic,.and it is only in 
(BOP ee Caroumet ances. At. a t all, that. you.can exercige | 
Pol eC taves Ore fal soe way tO. Call. ith Phat. searate D> 
action. . I would not. expect, the ineddence Oia ie) Sts 
Pica es Tye VOGMenc Nor. then errecty Of. ita dio. be. vera 


DrOnOUNCe dy. 


PROFESSOR SMITH: We are not saying it would 
be. , All wevare saying is.that, at appropriate times, 
When. toile eeems) reasonable, Ateehould. bei tone, but 
the advantages of doing it outweigh. any. disadvantages 
that. we.can see in.the interests of. the. national 
economy. 

COMMISSIONER LEMAN: On the British example 
you have cited, you have cited the instructions that 
Wwere.civen, And. J: can eagiiysthink, of. a, politician 
saying that -- "Apply the brakes but make sure you 
don't hurt ,.theypeoplepwho are.not moving fast" -- 


but how does thig work in practice? Is it controlable?: 


PROFESSOR SMITH: The point I was making is 
that the British accepted the prinviple. | 

COMMISSIONER LEMAN; . Did ‘it work in. fact? | 
PROFESSOR SMITH: ..In fact, before. it. hag a | 
chance to work, the British decided the situation had 
changed and that they could relax the credit restrictions 
in, the, country, as. av wholes. bute Lam juet arguing that wha 
we are advocating is not something unique. It hag been 
done elsewhere, 


MR. MANN: Mr..Chairman, this isa question 


about whether you apply new rules across the board in the 
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regron,* or chat Phere are yLaces= with ihe tae“ recion, 
euch as Moneton Saint’ John and*hattrax’ that’ gon t > néed 
Cite help, “and thie’nasbeen/dt&scuksed by the-A ae 
organization membere who are business people from all 
Over, ond wiley crecurraze, title, and thie Nae been quite 
a subject or-adtecuseton-at timess and’whtle; of’ course; 
a Pere on Fron, cet Ua" say, trie NOr Ch Honored dee" Aot 
feek* that -this “ehoufd@ be, “yet’in princi pre” people 
aceept thatthe “region should’ be“treatéeq-aet -a-tegion 
in thie regard and that we would receive an over-all 
Benet) 

THE CHAIRMAN: Well, can you say anything 
about this? You méntioned people on the North Shore 


were their conditions might be less affluent than those 


fn thée-larger céeAt res Oo7o" WhatMSRt BAte aeecene nite monetary 


restriction really affect these areas? Doesn't it 
affect more drastically the central areas where a great 
deal of business is done? 

MR, MANN: That is very true. 

THE CHAIRMAN: So that the interest rate 
changes and réetricttions ‘on cregit MIsnit* rot, haves 
much impact upon a farming community who are pretty 
well settled and perhaps they are not borrowers? 

PROFESSOR SMITH: But there ig some evidence 
Surely that a restrictive credit policy affects the 
small businesses more than the large. We have a 
preponderance of small bufsinesgs here and it igs the 
low income areag where you would find the proportion 
of ‘the’ poor credit risks to be higher purely") Phe 


poor credit risks would get*the impact of_a Pelitey or 
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credit restriction, the inecidence.-is .neavier. 

THR CHAIRMAN: Is there any evidence of the 
extent to which credit policy affects the small business 
in the areas such ag have been described in the North 
Shore area as an example? 

PROFESSOR SMITH: It is very. difficult to get 
these etatistice.. ou «will; say at..pertiods.-of. credit 
restriction you do meet numerous businessmen and they 
Say: "Look, this does not make any. sense at all. People 
in my area are unemployed. I need a bank loan to cut 
So much pulpwood and I cannot get it". All one can 
Say is that living here you meet people, a considerable 
number of businessmen who have felt that they have 
been adversely affected at times by credit restraint. 

As regard the statistical evidence we are unable to 
obtain At. 

THE CHAIRMAN: From time to time we have heard 
the same sort of thing in Ontario where small buginese 
was affected at one stage but my recollection is.that 
it wag not the general credit restriction monetary policy 
so much as the type of situation which arose where the 
banke just told the people they were going to cut their 
oredit. in, halt ore something of. that.kind. .d think that 
changed. I am not quite sure what happened at that 
time. No doubt we will find out before we are through . 

PROFESSOR SMITH: On a number of occasions 
when there was a lot of unemployment in the building 
industry here in Fredericton one of the banks stopped 
home improvement loans on account of credit restrictions 
as a whole, The banks said, "No more home improvement 


loans", despite the fact that there was considerable 
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1 

unemployment in the building industry. 
: COMMISSIONER MACKINTOSH: You mentioned, 
3 Professor Smith, and a@aid some etress on the activities 
; of the Industrial Development Bank. How far does it 
: perform successfully some of the teste that you would 
‘ hope would be performed by the government of Canada? 
7 PROFESSOR SMITH: In recent years the 
8 Industrial Development Bank has opened new offices 
9 here and I would gay where ‘seven or eight yeare ago 
10 we got a Lot or’ complaint’ about ‘the’ Endugstr tal 
11 Developrient Bank’ -= they were’ too ‘cautious ;*it' wae°very 


V2 qifii¢eult “vo “cet “money from “them; there ohae® been "a 


13 definite change in recent years and the Industrial 

14| Development Bank has increased its loans in the region 
15 and its operations and ‘is performing ite ‘particular 

16 role, I think, with increasing satisfaction. Mr. Mann, 
17 of course, comes from Halifax and has been more closely 
18 connected with the Bank in recent years than I have. 

19 MR. MANN: Well, the Industrial Development 

20 Bank did not have an office here seven years ago. 

1 Any loans were administered from the Montreal office. 

hay Now, we have three offices in the Atlantic provinces 


23 and the volume of business hag gained by at least six 
24 or etght Told. 


25 Now, they have performed a especial service 


26 for the smaller industry, the demand. They have supplanted 


27 to some extent the lending agencies which the government 
28 were operating, not completely. They have contributed 
29 a tremendous amount of useful knowledge and have 


30 demanded more competent management in these firms and 
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: while a man going fora loan to the Industrial Development 
; Banks ticle feels thatthe .svbeing ‘asked’ in’ many ‘inetances 
: for am awfub Tot!ito put'up for what Ne La going to 

oat Hieidonly nas to have thie for a short time arid “he 

> will realize: that the demands made upon him are go 

~ impcmietinimeiat the tie “veney wWaypoyd what “init tally-this 

7 happened. 

8| COMMISSIONER MACKINTOSH: You mean he. ig) agked 
9 flor iMepreat deabrof cinformat ton? 
10 Mi.. MANN? Yes’ and ne is “asked to do ‘his 

11 job in a more effictent: way and the staff of the Bank 


12 make perilodie)¢atilat oni him arid igo through hike plant, 
13} check his inventory and do all gorts of things which 


14 have been of inestimable help to the man who borrows 


15|| from the Industrial Development Bank. But this hag 
16]| been done more on the smaller level. There have been 
17 some «sizeabley loans but more particularly the loans 
18 have been modest and as such they have been of great 
19 help. 

20 THE CHAIRMAN: From your knowledge of the 


21 activity of that.Bank would you say that the principles 

wy) that they apply and this syetem that they follow in 

23 soreening. these loans and the cond ttions theyratit ach 

24 and all the rest of it, that if that system were applied | 
25 toidarger. loans or larger industry, the kind that you 

26 contemplate, that that would be a satisfactory medium? 

27 MR, MANN: Well, that ts the sort of extengion, 
28 Icha ibe, a hactl wey awef thopine: for, 

29 THE CHAIRMAN: If the gort of service that 


30) the Industrial Development Bank were rendering were 
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Terente, Ontaric 
ext enged “to the rrareer -Thdust Piles; these Cornerstone 
mauectries;, for instance; would that be an adéquate 
medium for-ac€ompl rehine“the ‘purpeses "hate yéu "have 
si af a a ah 


MR, “MANN: ©“Well ;-S-wodld@1itke Préfvfede6r"SmHtth 


Co Sayer ome rine er tire roe rds 

PROFESSOR SMITH: I think it would be a 
halp“but*Il "donot think in-ltselt-te would-be adequate 
to the development of the number of cornerstone industries 
that we néed.*: 

THE CHAIRMAN: “Why not? 

PROFESSOR SMITH: I think there may be times 
wher you have to’ do a host of other’ thinge ?4Pror™ 
Instances, “tune stare migne- have” to” bullh-e plantvand 
renv it ear iow rertanr vO tie 1 tem. nt Mier t seve 
to train the workers and there may be other times when 
perhaps you would neéd an outright grant’: 

THE CHAIRMAN: Well, if the time’ came to face 
that problem then perhaps we could condition ourselves 
to 1t but -at’ the present time we have an- organization 
that has had considerable experience over the past 
few years in advancing money to induftries that otherwige 
could not ralee money and it has had sienificant success 
because it hes "been carerul and hae eo Tar proved 
successful on perhaps a smaller imcale than you contemplate. 
if that ecale™ were Unereaseq To také care Of some of 
the larger industrie® that you contemplate would not 
that be a f@irly gate and senelble etep? 

PROPEOOOR OMPTH? “It would bet”” Tt woulae pe 


certainly a big etep forward but our “optntoh 18° that 
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: it should be supplemented by other measures, that is 

2 BhE. 

3 COMMISSIONER LEMAN: Well, we are getting 

4 a little confuged here. At one point you were talking 
5 about fairly large scale industries and then you were 
6 talking about g#mall businesses or relatively small 

7 businesses. The Industrial Development Bank was not 


8 set up to starta big: steel complex, ,thatmig not -its 


9 role, That is not the way the large industries should 


10 be started. But how about the private concerns? Is 

11 there any evidence. that ‘they ihave helped: :imethis region 
12 Such as private finance companies? We have a few acting 
13 in central Canada like the Charterhouge group,and the 


14 Trugt companies have supplied small business capital. 


15 PROFESSOR SMITH: Yes they have. Small 
16 capital has been raiged for businesses but there are 
17 these ,large -corneratone pindustwmiles that need large 


18 amounts of capital and for another thing, we, think 


19 this. would not be enough, you would have to do other 


20 Sorts of things occasionally -- capital grants and 

1 training workers and expenditures mithe social overhead 

22 capital that..they meed. I would,..think. this. would. be 

93 a big .tep forward. 

oA THE CHAIRMAN: There are other things besides 
95 those steps you have mentioned. There is management 

26 and these large industries that you contemplate are 

94 Still in the idea stage. I have not heard yet whether 

- there are any responsible entrepreneurs who have shown 

99 sufficient interest in any of these particular neues a 


that are in mind who have attempted to figure out whether 
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: it might be a profitable enterprise for them or not. 

Has there been much exploration done as to the possibilities 
: of these industries that you, contemplate? 

+ PROFESSOR SMITH: There hag been very consider 

5 able, verynconsiderabtie,. 

6 THE CHAIRMAN: Have they been turned down 

7 and for what reason? 

8 PROFESSOR SMITH: I would not want to go into 

9 specific circumstances. All I can gay is that I can 

10 give you a number of instances that have come to my atten- 
11 tion whene..what one would call a cornerstone industry 


2 has been held up by inability to get adequate capital. 


13 MR. MANN: I think, Mr. Chairman, yourquestion 
14 was very well pointed. It does not.matter who does 
15 it as long as it is) done as far as, I) am concerned),; > I 


16 did not envisage that the Industrial Development Bank 


17 were going to fulfill this need. 


18 THE CHAIRMAN: Neither do we at the moment. 
19 Iam just exploring, that is all. There must be some 
20 competent organization ... 

1 MR, MANN: That is right. 

22 THE CHAIRMAN: meclf your suggestilon sla 


23 adopted? 


94\) MR. MANN: That is right. 
25 THE CHAIRMAN: And it must be an organization 
26 preferably consisting of men who have had some experience 


97 in this kind of thing? 
MR. MANN: Oh, absolutely. 
39 THE CHAIRMAN: And where do you find them? 


36 MR, MANN: Right. 
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COMMISSIONER GIBSON: Your specific recommen- 
dation is that a fund be established by the government 
of Canada from which grants would be available to assist 
in the development of cornerstone plants etc., and’ so 
forth? Can you elaborate on this recommendation? Wouet 
of all, what sort of a fund, who administers it? 

PROFESSOR SMITH: We would think this fund 
should be set up by the government of Canada with 
a competent group of businessmen and economists on it. 

COMMISSIONER GIBSON: Would they be mainly 
businessmen and economists in the Atlantic’ provinces? 

PROFESSOR SMITH: The Atlantic provinces 
should be represented but I would not say they should be 
completely from the Atlantic provinces, no. 

COMMISSIONER GIBSON: Would there be political 
representatives, Members of Parliament etec., on guch 
an organization? 

PROFESSOR SMITH: No, there would not. I 
would think it would want to be kept a non-political 
body. 

COMMISSIONER GIBSON: Then the fund would have 
to receive very sizeable proportions of monies from the 
government of "Canada } "I take -Lr4 

PROFESSOR SMITH: It would, yes. It would be 
very difficult to start with an'estimate of how much 
they would need initially but it would seem to me that 
such funds would be made available to them ag would be 
clearly needed to fulfill ‘the 'taek they had. 
COMMISSIONER GIBSON: You are thinking of 


this fund as being something to facilitate industrial 
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development in the Atlantic provinces or anywhere in 
Canada? 
PROFESSOR SMITH: No, we think purely in 
terms of the Atlantic provinces themselves. We consider 
we have the most serious growth problem in the nation. 
It might be that there are other areas of Canada where 
the national government and the provincial governments 
would consider a programme of cornerstone industries 
in the national interest. We are concerned with he 
Atlantic region and the two thingg we are concerned 
with are getting cornerstone industries and making the 
fund available to the provinces for the expansion of 
the industrial programme when it ig necegsary., 
COMMISSIONER GIBSON: Then, you would have a 
group of people administering this fund and they would 
be businessmen, economists ang not political people, 
you suggest? 
PROFESSOR SMITH: Not political people, yes. 
COMMISSIONER GIBSON: They would make recommend- 
ations or would they actually disperse funds and would 
they, be advisory or the executive type of organization? 
PROFESSOR SMITH: They would be essentially 
advisory. I would see them operating in this way: There 
would be a possibility of cornerstone industry in New 
Brunswick. It would come to the attention of the 
development authorities here. The amount of funds 
required and the assistance required would be Clear ly 
given to the representatives of the provincial govern- 
ment, The provincial government would decide what basket 


of incentive was needed to get this project underway and 
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the proposal would be made to this agency, They would 

Study it, they would decide what aid was necessary 

and «they would recommend this to the federal government. 
COMMISSIONER GIBSON: So each project would 

be judged on its merits and the funds requested for 

that specific thing? 


PROFESSOR SMITH: For that specific purpose, 


COMMISSIONER BROWN: What would be the attitude 
towards such a cornerstone indugtry which was in direct 
competition with an established industry which had not 
received these benefits? 

PROFESSOR SMITH: Well, these are things 
that you would have to work out as the situation aroge 
but if there were cornerstone industries catering mainly 
to world markets I would not see any problem. If one 
industry was just getting nicely by in the region catering 
to a@ regional market, getting another industry would 
not seem reasonable and this would be a factor that 
would be considered but most of them, ag I fay, would 
be export industries geared to world markets and I would 
not see anyoumrri¢arty. 

COMMISSIONER BROWN: Say you had a pulp and 
paper organization geared to world markets operat ing 
here now and just getting by ona profitable basis, 
would you then be in the position of recommending assistance 
to another such industry which would get all this public 
assistance when you had one already that haq not had 
agsele tance? 


PROFESSOR SMITH: Well, I think always it has 
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1 

been found that this policy has been necessary for 
2 

development. The British do it and it hag been done 
3 

elsewhere. 
4 

MR. MANN: I think I can answer this question 

5 

because it “really is not difficult.” What “happens is 
6 

that the industry wants to establish from tts contacts -- 
7 *s y 

it makes contact with the government -- and the governmeht 
@ of the province that it wishes to move into makes the 
3 decision as to whether or not it should be located and 
10 this decision is very easily taken from the presentation 
11 of the industry where their markets are, whether they are 
12 going to supplant a present organization. It ig just 
13 


like when Shora Kopperberg came into Nova Scotia, there 
14 wae no problem that they were going to be able to 
IS] sell their products. They assured us that they were 
16 and it was competent management who made thig decision. 
17 I suggest this is not a big problem. It ts thought to 
18] be a problem, especially on the lower level where you 
19] might find people making mattresses and when you starta 
20 mattress plant around centres where there are already 
mattress plants. You can easily resolve this. 
COMMISSTONER LEMAN: Just the fact that its 
markets would be export markets does not necessarily 
Solve Mr. Brown's problem, Let us imagine, for instance, 
that you found a nice nickel deposit in New Brunswick 
and chat ees%ep a major nickel smelter with federal 
assistance, you would run right up against that problen, 
wouldn't you, even though its markets are principally 
export? ’ > 


PROFESSOR SMITH: Well, this would be a factor, 
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the fact that your new plant was eo apanieie with the 
existing nickel industry. This is a factor which would 
condition the decision of the agency as to whether 
they are going to help it or not and if they thought 
there was a market for it and if the world market 
wae expanding rapidly enough to take this production 
why shouldn't they? I think in gome industries a little 
competition would not do any harm, especially in the 
mickelcindustry. ‘TI think a, little more capacity of 
nickel in this part of the world would be a jolly 
good thing. 

COMMISS TONER BROWN : That might be go but 
I think there is considerable difficulty in suggesting 
federal subsidy to particular plante. 

THE CHAIRMAN: As I understand it you are 
not Suggesting so much a subsidy as the advancement 
of the essential capital to get the industry started 
and you contemplate that eventually the industry will 
become self-supporting? 

COMMISSIONER BROWN: But you are talking about 
aetuak grants. 

PROFESSOR SMITH: There are times when grants 
would be necessary and if the grants would be necessary 
to get something viable and in relation to the social 
costs involved, if you did not give the gffant we would 
Say that the grant would be justified. Grants do play 
a role in practically all the development policies of 
all the other countries, 

MR. MANN: Mr. Chairman, the development of 


the Atlantic provinces gince I have been®. with AFEC and 
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have returned here has always been a problem where 
everybody says: “Just what can you do?". It is 
this sort of question that we were faced with in the 
final analysis to say that you must have this massive 
injection of capital and yeu must have this board 
to decide on public and private works as an inhibitor 
to get thingsstarted: 

PROFESSOR SMITH: What we are saying in 
essence is there ig nothing unique in our situation 
in the Atlantic provinces in the economy of Canada, 
Practically every country has’a situations likecours. 
Comprehensive policies have been a problem in other 
countries. I do not think they have been adequate in 
our country. This. is what we are saying. We know 
there are complexities but thie is fairly common. 

THR CHAIRMAN: It is really, I suppose, 
nothing new in this country for governments of one 
form ortanotherato pive especial concessions’ for the 
development ‘ofonewrindustryreither by tax concessions 
Oovusomethingselse.': In Northern Ontario the mining 
tax is based upon net profit. The mine may have been 
carrying on for years and if it doesn't make a net 
profit .it doesn't pay any tax, which is an indirect way 
of subsidizing it. The higher the profit the higher 
Ohe-pereentagedofomining tax, and that is not an 
unusual thing. There are many other ways too: Municipallities 
have been giving tax concessions to attract new industry. 
I think we heard yesterday that they do that here, which 
perhaps is not .very satisfactory, but that is not 


unufual. 
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PROFESSOR SMITH: I might say you touched 
on tax “ineentives. We didn't go into this in detail, 
but tax incentives do play a big role ‘in-other countries. 

THE CHAIRMAN: Yee, but it is one way of 
accomplishing the thing -- perhaps not in as big a 
way ag you have in mind. 

COMMISSIONER GIBSON: I don't think anybody 
would question-that from time to time ‘the federal 
government does take direct action to facilitate the 

ge velopment of industry or transportation or other things. 
This is a difficult question to reach a decision on 
and varies with the times and cdreumstances and every- 
thing “else, 

I would like to ask a little more about your 
definite recommendations. You have got these two 
organizations -- these funds from which money will be 
available to assist cornerstone industries, and you 
have got this capital projects commission which is 
presumably to co-ordinate and recommend and provide 
funds or steer funds into public works which will 
facilitate the development of industry, presumably. 

PROFESSOR SMITH: Into social overhead 
Caplted . 

COMMISSIONER GIBSON: What are you thinking 
of -- roads and power ? 

PROFESSOR SMITH: Roads, power -- I suppose 
roads and power are the very heart of social overhead 

-€apital which is relevant to industry. 
COMMISSIONER GIBSON: It ig tied right into 


cornerstone industmieg at times. You may need roads to 
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develop them, and power. What is this capital projects 
commission? How do you set that up? 

PROFESSOR SMITH: It would consist of a group 
of people who are knowledgeable about the relationship 
between social overhead capital and industrial gorwth. 

COMMISSIONER GIBSON: Would this be an 
Atlantic provinces operation? 

PROFESSOR SMITH: No, this would be federal -- 
both of these would be federal bodies with Atlantic 
representation. We are not suggesting all the 
representation would come from the Atlantic provinces. 
A province would have a social overhead capital project 
that was beyond its means and concerning which it though 
the federal government should come in in the national 
interest, and it would make a proposal to it, and 
this capital projects commission would then advise 
that it be done or reject it on the grounds it wae not 
necessary. For instance, if the Capital Projects 
Commission had been in ectdinende at the time when we 
were considering here in New Brunswick the Beechwood 
project, this is the sort of thing that instead of 
going-to Ottawa with our presentation and giving it 
vo the Minister of Finance, there would be a specific 
body set up which you would appear befdre and all the 
evidence would be made available at a public hearing’. 

COMMISSONER GIBSON: In other words, these 
would only be for very large projects regarded as being 
sufficiently important to stimulate the whole area. 

PROFESSOR SMITH: To stimulate the economy. 


COMMISSIONER GIBSON: And somewhat beyond 
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the local resources? 


2110 - 


PROFESSOR SMITH: Yes. 


the sort of project. 


COMMISS IONER 


the plpeline debate; 


PROFESSOR SMITH: 


probably they would be 


of reference 


mough problems east of 


COMMISS IONER 


Beechwood would be 


BROWN: This would have avoided 


it. is. the, same sort: of thing? 


1ee, That La rignt. 


We are 


Saying these things are useful for the region. Whether 


they are useful for the country as a whole or not -r- 


-=- but that is rather outside 


in the Council, 


Montreal. 


We have got 


GIBSON: And this capital projects 


on them -- the four Atlantic governments; 


PROFESSOR SMITHs Yes, 


engineering problems. 


Servant to git on a body like this. 


commission, you say these would be engineering people. 
They would have to have representatives of government 
the Department 
of Public Works, and if the government has to decide --- 
you could have -- it 
would be extremely difficult for a provincial civil 

Our thinking is 

that thi. peopleionthe Capital Projects Commission would 


tend to have an engineering background, These are essenti Lay 


People on the development fund 


businessmen and economists. MThig 


would tend to have rather a different background -- 

is why we differentiate 
It would be possible, I assume, to 
consolidate them both with a mixed board, but we were 
thinking in terms of the Capital Projects Commission 

this is the gort of thing perhaps 

that an reer background is best for rather than 


businessmen and commerce -- though perhaps we could get 
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Fredericton, New Brunswick, 
May L555 1902, 
Honourable Dana’ Porter, L.L.D., 
Chairman, Royal Commission on Banking and Finance, 
P.O. Box Bop irstawien "B", 


Ottawa, Canada: 


DearS prs 

I amcpleasedicto submit) herewith a brief 
outlining the views of the Government of New Brunswick 
with respect to its ‘experience as.a@ borrower in Canadian 

“> 
capital markets. and to the impact of the operations of 
Such markets on the New Brunswick economy. 

We Nave civerm-a ‘broad «ifnterpretition © the 
terms of reference of your Commission, and have 
emphasized ‘the economic and ‘financial requirements of 
the New Brunswick Government and the provincial economy 
Within a national policy framework including. both 
monetary and fiscal action. We have not, however, 
confined ourselves entirely to local problems. 

The New Brunswick Government considers the 
problems confronting your Commission to be extremely 
important, and wishes you and your colleagues well in 
your attempt to find solutions. 

Yours sincerely, 


~ 


L.G., DesBrisay, 
Minister of Finance.: 
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I INTRODUCTION 


It is not only a pleasure and an honour 

to appear, on behalf of the Province of New Brunswick, 
before *this “Royal’CommYrssrvon; °rtests°as welbua’ very 
sreat responsibility since this Commission's task 

is among the most important of any such body in the 
post-war~’perrod?;*It is our view chat such an enquiry 
into the operations’ of’this“country"s°finanetal 
structure is lone Overdue, and could not come at a more 
appropriate time’ in the Aistory-of this e6éUhntPpys PSince 
the MacMillan enquiry in the early 1930's, this country 
has experienced a major depression, a prolonged period 
of intensive warfare, and several post-war recessions 
interspersed with periods of relatively rapid economic 
expansion. In recent years this expansion, in real 


spe 
ty 


terms , has been not only modest but nearly nie ofl Aw 16h 
and with the impending challenge of an created Waly 
competitive international tradifig environment, it is 
imperative that tntensive consideration be’ given to 

the role which Canada's financial Stricture: andtipoilitcies 
shall playin helping the nation to meet this challenge. 
During this same period there have also been striking 
social changes both in ideas and attitudes which 

have Significant implications for our financial system. 
a, | There ‘are obvious precedents for such an 
examination. The Select Committee on the working 

of the Monetary System in Great Britain, and the 
Commission on Money and Credit in the United States 


have each made useful contributions in the financial 
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field. They have as well served to focus widespread 
attention on the conduct opedumnheiel- and enuaters 
affairs on both the national and international level. 
These enquiries have also served to stimulate interest 
and critical analysis of the operations of our own 
banking system, but rather than providing us with 
answers have served “a emphasize the necessity for an 
enquiry of our own. 
an In this respect, it is our expresséd hope 
that the Royal Commission on Banking and Finance will 
interpret its terms of reference in the broadest possibl 
Sense. The-organizational and structural examination 


of the MacMillan Commission may well haveé’been adequate 


for its time, but at this stage the major requirement 
is for:a searching examination of the monetary and 
economic effects of the financial” structure, with 
emphasis on the types of policies required to serve the 
needs of -the Actin vice In our view, it would be both 
unrealistic and unrewarding to adopt the view of the 
Radcliffe Committee that an evaluation of other methods 
of influencing aggregate demand are beyond the scope 

of your enquiry. 

4, In attempting to determine the responsibility 
ofoithe Province with respect to\its “submission to the 
Royal Commission on Banking and Finance, we have come 
to two major conclusions. First, as a borrower the 
Province has a very real concern in the financial 
Structure of the nation and in the policies and practice 
Which affeet it. Accordingly; we have outlined our 


policies and experiences in this field, along with 


ald 
’ 


ehganacens bas Labor ‘to toubmoo sdt ao sottnetis 


»Lovedt Lsnotdantedat bas Isaotten edt dtod) so eitsiis 


gsexedat otelumide od bevrse cals svsd asiviupms sasdT 
two “uO to enofidsreqo edd to ataylseas [sottiano Ons 

ddiw eu aatbtvorg medd verter Jud ,motayea aninasd 

as tot ydteasosn edd estasdame oF bovies svad atowans 
.mwo myo. to yrtupas 

ego beaasrqxe wo et gi .dosqaet eafdd al wd 
fftw sonentd bas aninacd no molaaimmoo eee adv dsc 
Cacia taebsord add At somereter Io amred edi terqrodat 
fmotisnimexs Isivtourde bis [snotdssiasgio snl. .sense 
edeupens niood oven Iloew vam sotaeaimmod ansiliMosM end to 
dnomevtupet totem edd egste eidd gadtud, .omis ath %oT 
bye y“redsnom std to nrotisnimexe gnidotsea & fia; at 

didiw .srudounde Isbonsatt sat to atoetis ofmonoos 

edt everres ot betiuper sototieg To asqys edd ao afasdgqms 
dijeod od Sivow di .wolv aoe Al aighe tease acid 20 2besn 
edt to wefv odd dqobs oF anibiswormy bas site tl sein 
abodiem wedto to nottisulave as dens ostdimmod sitiflobsH 
aqooe odd baoyed srs basemen odG oe ae 498 antoneulint to 
.vitupas twoy ‘to 

ydilidbenogesr edd ontmredeb ot antdqmedis al ah 
eit ot noteatmdue adit od dosqeaet didiw sontvord ext To 
emoo sved ow -sonenit bas gattase ao nokLeaimmop IsyoA 


5, adi tewoured 6 es .dertd .anoteulonoo rolsm ows og 
: 


fetonsntt ond ak nxveomoo Lsex vroev 8 ead sontvorta 
yoldosiq bas estotlog end mt bas notte edd ‘to eiutoutsa 


uo bontistvo even ew .vlgntbtoooA. «ct toetis dotdw 


: | , te ekt by x 
sain Meche evoot oo bovies ifow 8s ved vod -bfeft 


dtiw gsois .blelt afdd, at aeonstieqxe bas estotlog 


hel 


AV (kA 


Nethercut a Y, oung 


Terente, Ontaric 
problems encountered and some suggestions which we 


i 


believe necessary for improvement. 
because the Province and its 


2 
Ds Secondly, 
people are exposed to, and affected by, the economic 


repercussions of the operations of the financial 


system, we feel it our duty to be concerned with the 


this latter concern 


impact of financial and banking practises on the New 
Glearhy; 


we 


Brunswick economy. 
involves the determination of the regional impact 
of financial operations which are essentially national 
In. doing so, 


10 
in both character and application. 


11 
have been hampered by the lack of information, 
particularly with respect. to regional flows of funds, 


and.by the lack. of facilities to conduct.major pieces 
along with \the other three 


14 

of economic, research, 
Nevertheless we, 

have had the benefit of a study 


16 Ox 
AGlantic Provinces , 
by Professor A.K. Cairncross of Glasgow) University, 


and are submitting this in the form of “an -umaccached 
In addition, we feel we are 


19 
appendix to our brief. 
in a position to make reasonable judgments pertaining 


to some aspects of monetary policy, and to suggest 


areas where we believe that intensive study by the 
we 


Royal Commission would be worthwhile. 
In both the above-mentioned categories, 


Chat 


reflect the social and economic requirements of the 


24 
fre 
have stressed the need for a financial system to fully 


It follows therefore, 


27 
province and the country. 
our interpretation of, the,Commission,'s. terms, of referenc 


29 
has been a broad one, andi we hope the Commission will 


30 
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1 agree with this. Particularly, we emphasize’ the 

y. relationship between monetary dand’Piscal policies, 

3 as both alternatives and substitutes for one another. 
4 Thts “approach "Inevitably “involves "us “in “questions ~Or 
5 political philosophy and judgment which cannot be 

6 ba'sed “on “statistical analysis’, but -are* nonetheless 

4 relevant to any examination of the adequacy of the 

8 financial structure and policies. 

9 ea Ak The New Brunswick submission then is divided 


10 broadly into two parts; the first considers the 


11 Government and some other bodies as borrowers in the 

12 capital markets; while the second deals with the 

13 economic impact of the operations of -such markets. 

14 In both these sections suggestions are made for 

15 certain structural alterations which appear to be both 

16 logical and feasible. 

17 

18 IT FINANCING PROVINCIAL GOVERNMENT 

REQUIREMENTS 

19 

20 9. As the Commission has expressed interest 

y): in the experience of the Government of New Brunswick 

22 | asia borrower in the capital-market, the practises 
anda oolicies of the Government will be outlined. 


In addition, judgments based on this experience will be 
put forth in the form of recommendations which, we 
believe would greatly assist the Province in meeting 
its financial requirements. 

Ri However, the financing requirements of any 
so-called "junior" government must be considered on 


a broader basis than merely its annual requirement 
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from the. bond.market. »~Fors,, in. fact; government 
borrowing is directly related to both government 
Spending and government taxation, with borrowing 
requirements being determined by spending and taxing 
policies. As a result, each of these spheres is 
important in any consideration of government financing, 


both in the present, and particularly in the future. 


Government Spending 

lel ty Like all the junior levels of government , 
overall financial needs have increased dramatically 
in the post-war period. This has resulted largely from 
the combination of. three factors, each i Saude webeehauae 
higher levels of government spending. First, those 
responsibilities.allocated,-to» junior, Levédsa of: govern-= 
ment haver been more’ susceptible to the large increases 
in-population.and price levels whichyhave. occurred. 
This has-resulted in continuously rising. expenditure 
levels, even without the expansion of services into 
new areas. Secondly, the involvement of the Federal 
Government at the national level in areas previously 


considered the responsibility of the provinces, has 


added considerable impetus to the development of new 


and/or expanded programmes geared to national needs. 


This has resulted, primarily in the health and welfare 
fields, in a proliferation of national programmes on 

a shared-cost basis, which now bulk large in all 
provineial.budgeté.. The third factor is not unrelated 
tothe first.twos,.and involves.essentially.atrising 


demand on the part of Canadians for both more extensive 
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Government services and services of higher quality. 
Although this’ factorcisrstrongly Caltotn the fields 
of health, welfare and education, it has been dntoianer 
reflected in New Brunswick by a greater acceptance 
by all administrations of the need for increased efforts 
in the field of economic and industrial development. 
12:3 It would be reasonable to expect that these 
same factors have been operative in most provinces, but 
the degree to which any government responds to such 
stimuli ts a measure of not only its political philosophy, 
but the resources available to it. In this regard, 
New Brunswick has not attempted to provide levels 
of services higher than the prevailing Fa Pewee tid 
levels, and has -in many cases a very difficult task 
in meeting these. Neither has the province attempted 
to lead the way in the development of the welfare 
state. The basic, if somewhat general, objective in 
this province is to provide to New Brunswick both 
the quality and quantity of services which, as Canadians|, 
they ohave iacrheht bborexrpect. 
L353 Tt is, therefore, the question of available 
resources which must be answered in determining the 
degree to which the growing requirements of government 
can be met. In this context, there are only two 
alternatives once the demand is assumed to be 


effective:- to tax or borrow. 


Government Taxation 
1A As spending requirements rose in the post-war 


period, both the Province and its municipalities increased 


7m) 


ablett ond ot Jf49 wlerontavet todvest elds dguodsia 
SD iahaaiedaii seed esd tit .dettdsoubs base etsifiew .didised ‘to 
sonstqsoo8 qeatsere 8 vd NotwanuvG wei at petosl tex 

TIO TIS hoeseront Yo! beem ent to enottsertatnimbs [fs vd 
_ desomgo Loves Lstateuvbat bas ofmoroo9 IO Hbleft edad int 
9eaent gedd tosqxs ot eldsnoasst od bilyoew cI Ceo 
Jud enbeth daca at evitsreqo nesd evsnd exrotost smse 
sove og abmoqest Inemnrevog wis doicw oy sevgsb and 
qoeoltng Isotttiog ati vino ton to styasem 5 at tlumtde 
btesed atds aI .dt od eldsalisve esotvoeet end dud 
alovel sbhitvorq ot bedqmetdés don ast Wotwanusd wel 
"“fenotiea" xsarlisvetaq- add nade srendstd 64589050 Oe 
Hast dlusttith yviev s deess voem at esd bAS . aleve! 
betamedds sonivorq scd ead teddiswt .sasdd aattoom nt 
orellow anid to tasmoolsveb edd at yew edd bsel og 

nit evitootdo .Lsrednes tsfwomoe If .oresd oAT .odste 
aisod wofwanuyvd wo o¢ shivorq ot et somivotq aeing 


mBpibsaAsD as .foidw esotvise to yildnsvo hos vo sup send 


‘toosexs wd Crime 6 overt yor 
sidsltsve to noOtdeoup ond  em@istens et YT NGL 


sqd sataimreseb mt hevowans od denn doidw eso tuoger 
tinemrtevosa to wk deutotes eshte aniworsa odd dofrdw ot ssirasb 
ow) vino svs stiendd .dxedfoo efNg aI .tem od mso 

ed od bemueas at basnodb Sts sono asvitsnrsdis 


-worrod ro xsd oc -revisostts 


sotisxsT tromntsvod 


i 
ic, eit nit sao% atdnsmertupes antbaeqe eA acim, we 


; er 4 ee: 
hi ae epee eo 
.uttisep renatd to esotviss bas eeotviee dnomarevoD tI 
| i a 


sron eettiieqtotnum edt bas somtverd eAy dtod .bokteq [08 _ 
tea . f ji i ae > ; 


‘ _. 
ey i 


vi 


Nethercut AG Young 
alas 


Terente, Ontarie 


levels of taxation accordingly, but not proportionately. 
As the following section indicates, both levels of 
Government were forced to rely to a greater extent 
on borrowing to meet rising annual cash requirements. 
Tt is felt that neither government had much discretion 
in this situation, since taxation levels relative to 
income can be raised only so far. Nonetheless, 
significant attempts were made to acquire more tax 
revenue; the Province became one of the first 
provinces to impose a sales eaRneoower taxes were among 
the highest in Canada, andthe AunsBupeebnere along 
with higher property taxes adopted a proliferation of 
poll, occupancy and motor’ vehicle taxes! rarely used-else- 
where in the country. 
LBS As a result, the combined incidence of 
municipal and provincial taxation is among the highest 
in Canada. An tndex developed to measure this burden 
for the period 1956-58 (See Appendix A) indicates only 
one province in Canada had a greater portion of its 
personal income absorbed by municipal and provincial 
taxation. If qualitative considerations’ could’ be 
reflected’ in’ sich’ at formulag~thisrtax differential 
would undoubtedly be consideratly greater. For example, 
the one province (Saskatchewan) with an index of tax 
burden higher than New’ Brunswick for the period in 
question, received some tax revenues to finance services 
substantially in excess’ of those offered in this 
Drovance. 

Ve* The strategic variables in the field of 


taxation are essentially two in number:- the effective 
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rates of tax and the level of income to which such 

rates are applied. In New Brunswick, tax rates are 
among the highest and personal income per capita is the 
third lowest in Canada. This combination points up 

the fact that the taxing potential of New Brunswick 
governments is extremely limited -- limited because 

of the extremely low yields of most taxes. For example, 
the yield per capita from the personal and corporate 
income taxes and biccneiae duties in New. Brunswick 

is the third lowest in Canada and equal to approxi- 
mately half the national averatie. Furthermore, the 
apphicationsofehighvtaxerates to shee a narrow tax base 
inevitably brings a government face to face with the 

os of diminishing returns »---assituation now-confrontin 


Che Government of New Brunswick in some tax areas. 


Government Borrowing 


Lbs Given a situation whereby financial require- 
ments are rising along with a diminishing tax potential, ' 
the inevitable result has been an inerease in Government 
borrowing at all levels. At the Provincial level, the 
annual new borrowing requirement rose from an average 

of 64 per cent of total ordinary and capital expenditure 
in 1952 and 53 ae an-average of 10:7 per Aoes in 1959 
and 1960. Although precise statistics are not 

aa wiainke for municipalities, :it-is estimated .that \the 
same trend, but more pronounced, is operating at that 
level. Furthermore, it appears that this trend towards 
heavier borrowing is not. likely to be reversed. Rather, 


it is quite probable that government capital require- 
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ments will increase even more rapidly in years to 
come. 
13. On the whole, however, the New Brunswick 
experience in capital markets during the past decade 
has been quite satisfactory. As Appendix A indicates, 
the Government obtained over 195 million dollars in 
this period, with slightly over 40 per cent of this 
amount being borrowed for the sears For the 
greater part of this period, it has been Government 
policy to deal with a syndicate representing a substantial 
number of national investment houses, but in recent 
years the competitive tender call has been used 
successfully. The Province has, as well, dealt 
privately with two and sometimes three syndicates 
on a highly competitive basis. 
19. While the Province has used all three types 
of borrowing arrangements, it is difficult to be 
dogmatic in terms of any particular one.on Theoretically, 
as a government we would prefer to call for public 
tender on’ all’ issues, and let our priwess be the result 
of the interplay of competitive forces. However, we 
have found that the market is an imperfect market, and 
that under certain conditions competitive bids do not 


really bring the lowest ultimate prices, depending 


These amounts exclude an eight-year Treasury Bill 
for 29.5 million dollars held by the Government of 
Canada,’and a-two-year loan of 20,000,000 Swiss Francs, 


both of which have been or are being refunded. 
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upon the nature of the bidder, his power in the market 
and the »nature.of theemarket itself. 
an. Censequently, in certain types of market 
there are advantages to the fiscal agent or Syndicate 
arrangement, particularly when the annual requirement 
from the market is large, and there is some possibility 
that a quantity of bonds might "hang" on the market. 
In other cases, an issue can be more or less ‘tailored 
to suit the requirements of a particular customer or 
customers, and a private placement would therefore 
be most appropriate. 
alps Generally, the Provinee's annual borrowing 
requirement consists of refunding plus that ada ta 
of its capital spending programme which it cannot, or 
does not, wish to finance from current revenues. In 
this latter respect the normal practice is not to borrow 
unless the expenditure has the effect of increasing 
the productivity of the economy in the long run, -or 
is of a self-liquidating nature. Prior.to December 
31, 1960 the Province conducted all long=term borrowing 
for the New Brunswick Electric Power Commission, and 
the éapenen requirement for this purpose was based on 
. i ae and on the requirements consistént 
with the Commission's development of capital facilities 
and were timed serait 
eke Upon determining its annual capital requirement, 
advice from syndicate managers, the chartered banks and 
investment dealers has normally been sought as regards 
the timing of the issue or issues, the market to be 


entered and other relevant considerations. The Government 
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as well forms its own judgments in these matters, and 
the principal oriteria involved have been the magnitude 
of the annual requirement, the requirements and timing 
of other provincial issues, and the expectations 
regarding short-term movements in interest rates. 

No attempt has Beene ue to speculate on the movement 
af Interestirates for periods of more than a few 
months, and if many. cases. the importance of availability 
of funds has been the over-riding consideration. 

BS From the appendices it is evident that a 
substantial portion -- nearly 20 per cent -- of 
Provincial borrowing over the past decade was under- 
taken in the United States market.. Although the bulk 
of this was for the New Brunswick Electric Power 
Commission, the availability of this market has been, 
and is, of considerable importance to the Province. 
Tnitially, the Province wished to cultivate the 
American market in order to develop a broader market 
ae provincial borrowing -- a market to be exploited 
as conditions in the Canadian market indicated. 
Accordingly, over the years the Province registered 
with the Saeurabies Exchange Commission, developed 
the Savings Bank aries and in 1957 was successful 

in having fn Meneame bond rating raised to.a more 
satisfactory level. 


Ol. Tn most cases the American market has been 


cost to the Province after considering the relationship 
between Canadian and United States interest rate levels 
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make such a judgment involves some rather uneasy 
assumptions, but nonetheless certain rules of éhuntb 
re developed which indicated the degree of exchange 
fluctuation which could be absorbed by a given interest 
rate differential. This procedure implicitly entailed 
a judgment of the probable values of the Canadian 
dollar over the life of the bond issue. Despite this, 
the risks of such borrowing are very great, and recent 
events have’ born*this out. 
dia The“onty ca leulation Bis ochent iat bovrower 


ean make are’those related’ to” the ‘projected’ develop- 


ment of present trends.° It “is~ impossible“ to ‘foresee 
the course which national government 61184 Mibhk FOLLOW , 
om. GO consiaeneyes errect™ on the“cost™ of sSucn 

borrowing. “In our experience’ the artificial hazards 


"natural" ones. 


are more significant than so-called 
The increase In’ the withholding tax and’ the’ devaluation 
of the Canadian dollar have both had’ the effect” of 
increasing the cost and restricting the availability 
of United States funds. 

26", In terms of duration, the bulk of Provincial 
borrowing has been long-term in nature. Over 80 per 
cent of such issues have maturities in excess of 

9 years; some 10 per cent maturities of five years, 
and the remaineder, a maturity of less than three 
years. In addition, the’ Province does “a considerable, 
but varying, volume of borrowing by way of bank over- 
draft to meet short-term cash requirements. The 
Province does not issue Treasury Bills (except for the 


8 year Bill held by the Government of Canada for 
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finaneing the Beechwood Power Project), nor has it 


Da int 


entered the so-called ian wigrme Raa f tedkd } 
ad. Obviously; much consideration has been 
given these possibilities, -- particularly the question 
of the issue of demand paper or parity bonds. While 
attracted by the annual sales of such Federal bonds 
in New Brunswick and by the amounts raised by some 
other provinces, we have been deterred by two major 
considerations, about which there is insufficient 
data to permit. more than a guess:- 
(1) the degree to which annual redemption 
rates would fluctuate and the extent to which 
the Province's ability to meet such | 
fluctuations would be affected by Federal 
and chartered jbank policies. 
(2) the extent to which Provincial entry 
into this field would affect the ability 
of municipalities to meet their borrowing 
requirements. This is most important since 
it is estimated that over 90 per cent of 
municipal offerings are sold within the 
Province. 


Furthermore, since the Federal Government have, at least 


temporarily ,vacated the long-term bond market in favour 


of the provinces, we have been inclined towards the view 
that it might not be appropriate: for the Province to 
compete with them in the short-term market. 

28. The other unknowns in this regard, such as 

the amount available or the interest rates attached 


ToOnobtadnaingn 164 will yield an acceptable judgment, 
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1 but we have no satisfactory answers to the two 

2 questions raised above. As a result, the Seaaime: 

3 is not as yet prepared to enter the field. 

4 29. In the course of such borrowing, the 

5 experience of the Province of New Brunswick points 

6 to several conclusions, aside from the major fact 

7 that borrowing costs are excessive. First, borrowing 
8 is more or less a residual resulting from the relation- 
9 ship between spending and taxing, and as subh. is 
10 tending to grow but on a sporadic basis. Thus, 
11 decisions to borrow can be soaelas arfeetede bya nobe only 
12 provincial, but national, decisions related to 
13 government spending and taxation. Our recommendations 
14 will be framed within this context. 
£5 20 5 Secondly, we have found the United States 
16 market to be important to us, not merely from the 
7 cost of money viewpoint, but from the point of view 
18 of availability. The Canadian capital markets tend 
19 to form judgments about the limits of Provincial 
20 borrowing in any given year, and we have found it 
pe aire to be able to fall back on the American market 
22 in years when our needs have exceeded such "limite". 
23 Furthermore, it is imperative that’ some such 
24 alternative be available in cases where the Canadian 
25 market is either unable or unwilling to meet all the 
26 needs of the Province. . It is very easy to conclude 
27 that funds are always available if you're willing 
28 to pay the cost; however, in the period following 
29 the Conversion Loan operation the province, after : 


30 consultation with investment people, formed the 
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judgment that the Re aka ah eae would rather not 

meet its needs. We were not any happier, because 

we knew that an issue at 8 or 10 per cent would be 
acceptable. 

$k. Thirdly, and following from the above; --. 

the Province has always been able to obtain its required 
eapital, but with, the United States market not availablel, 
it is difficult to expect that this will always be the 
case... Including,..Crown Corporations: and municipalities, 
Li. ot, ditficw. .bo nferescar.a barge sinenease in 
provincial borrowing, when combined. with increasing 
national demand, producing a result whereby the 

Province would, have great difficulty «in entering the 
market. Such a.situation would necessitate some form 
of Federal aid to provincial borrowing, and 
recommendations will be made in this connection. 

And finally, we have a number of observations to make 
with respect, to problems. anvolv.ing..the institutional 
structure of the capital market. These, however, will 


be presented in.a later, section of. the brief, 


Bas This’ combination of atrieing vattern of 


expenditures ona a restricted tax base point to 
increasingly heavier reliance on borrowing to meet 
provincial Pinenc tel requirements. In turn, this will 
produce higher borrowing costs which add further 

to the strain on revenues and increase the pressure 
for additional borrowing. At some level there is 


undoubtedly a borrowing saturation limit, with the 


ultimate restriction of provincial services. 
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BBs Clearly, solutions to this dilemma lie more 
fAahe arenes Fiscal othan-cin m@netary polibeyy.-but they 
are felt to be relevant to bscicanasaste eas of the 
Royal Commission on EAviewna bald Finance. Essentially, 
to assist the province in meeting the financial 
requirements necessary to eee average Canadian 
levels of services, involves in our view solutions 
on two fronts. One designed to improve the economy 
of the Province over the years; and the other, to 
enable the Provincial Government to:maintain an 
appropriate level and quality of services until such 
improvement is achieved. The only dlternative to this 
is continued retardation leading to the economic and 


x 


cultural disappearance of the Province as a part of 


Canada. 
Bis Although such a financial solution may not 
directly involve monetary policy, the effect of the 


orinciples implied therein have important implications 


for the entire financial structure of Canada. Aside 


from the broader economic policies discussed later, it 


is our view that assistance must be forthcoming from. 
the Federal level to enable the provincés to cope 


with the responsibilities allocated to them. In this 


~ 


respect Federal fiscal policy would become a substitute 
? 


for monetary policy by increasing the flow of funds tO 


the provinces in any one of several ways 


a 


35. As an alternative to assisting the provinces 
; 5 al 


in meeting their borrowing requirements by loans, 
grants, subsidies or, aS it now does, by staying out 


of the long-term bond market, the Federal Government 
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1 might well consider the°possibility of reducing provin- 
2) cial borrowing requirements by reducing provincial 
3] spending requirements. If provincial borrowing has | 
4 significantyveffectsnon! capital markets, nitoaseonly as | 
5 a reflection of the level of provincial svending. 
6 Such an objective could be met by a re-allocation | 
7 of taxation powers, or a wide variety of techniques. 
8 36. With regard to the latter, it is our view 
9 that the time has come for a searching study of the 
10 role that Federally developed shared-cost programmes 
11 play in determining the rates of growth in provincial 
12 spending. However real is the need for many such 
13 programmes, the ability of the junior goverment to 
14 finance its share must be given full weight. In this | 
15 connection, we have found that’ such programmes suffer | 
16 from four major defects: | 
if (L)toBhéréetis hoexdbilitrle boattempreto | 
18 consider the different fiscal capacities | 
19 of the provinces, or the relative needs of 
20 | ’ the provinces in relation to particular 
21 services. At present any ‘programme based 
22 oY equal: perccapitarpaymentaudr percentage 
23 of total cost means normally that the New 
24 Brunswick Share will be financed only with 
25 a heavier burden of taxation (or potential 
26 borrowing requirement). 
a7 (2) Existing programmes of this type are 
28 heavily biased towards health and welfare 
29 services. However great the’need in this 


30 area, this practice very much restricts the 
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ability of) the! province to allocate’ funds 
for industrial and economic development 
purooses of important long-term significance. 
This is particularly so'“in* the case -of 
Federally designed "crash" programmes -- 
which expire ina relatively short period 
of time. These, in effect result ina 
Scramble for funds, often resulting in poor 
planning and the diversion of funds from 
other long-term, worthwhile programmes. 
(3) In the''case of most such programmes 
the provinces are forced to finance the 
Mederalishare ofthe Gost PF Somet fnes’ foxy very 
long periods. This has important effects on 
provincial short-term borrowing requirements. 
(4) From the provincial point of view, there 
is too little flexibility, both as regards 
Selection between various shared-cost 
programmes and with respect to the speed 
with which individual programmes are 
developed. Without the advantage of an "averag 
fiscal eapacity, we have found it difficult 
to participate in'many programmes with 
"average" speed. 
xP In view of the degree to which such programmes 
bulk large in the Province's spending programme, it “is 
recommended that the Commission examine their 
inplicatirons: for vprovitic lalstaxing and borrowing, 
More specifically; it “is suggested that the prindiple 


of fiscal need: be built into such programmes, that’ the 
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province be given the unprejudiced ability to elect 
between programmes, and be allowed greater participation 
in the planning and timing of such programmes, 
Furthermore, in our exverience the nature of Federal 
administrative controls on such programmes seriously 
interferes and influences the way in which Provincial 
programmes are developed. This is an untenable situatio 
and we.strongly recommend that it, be corrected. .In 
making such recommendations. it Should.be emphasized 
that the Province of New Brunswick is not critical 
of the principle of such joint spending programmes. 
On, the :contrary; -they have been instrumental in 
providing the people of the Province with services 
otherwise unobtainable, and have become an important 
part of Federal-Provincial fiscal relationships. What 
is suggested, however, is that they be designed to 
better meet Provincial requirements. Particularly, 
there is an urgent need for such programmes in the 
field of economic develooment -- programmes tailored 
to the requirements of the less developed regions 
of Canada. 

Bow With respect to Government borrowing 
specifically, it has been our experience that under 
normal conditions the existing financial system has 
been able to meet the needs of the Province. Obviously, 
we would subscribe to any methods designed to reduce 
the costs of provincial borrowing, -andsa number, rot 
these have already been suggested to the Comntssion, 
However, it is our view that given. an adequate reflectio 


of relative fiscal needs in,.Federal.fiscal; policies, and 
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some reorientation of Federal spending emphasis, then 


no such permanent borrowing assistance will be necessary). 


It.is-felt..that this.would be.the most desirable 

and most effective method of diverting national savings 
into provincial spending programmes. 

39. , This position does not, however, preclude 

the. possibility. of. some,form of short-term assistance 


to be..made.available.from Aime,to time. as..circumstances 


warrant.,...We. would suggest. that such assistance might 


cae bwo.forms.; Pirsts. iv. should. be: possible for the 


Federal Government to develop sufficient flexibility in 
financial policies to permit certain borrowers to be 
Sheltered from their effects. We can see no great 

need for.all such policies. tobe, "national" in 
character. Such, selectivity. would be particularly 
important.in times of.rising. interest, rates; ,.and, 
secondly, could. be supported with other measures aimed 
at. providing short-term. borrowing. assistance to 
borrowers of either weak market power or adversely 
affected by some unrelated national financial policy. 
For example, some of, the Government. Funds could be 
opened.up for limited purchases. of. provincial, or 
iancunns bonds..in times of extremely high cost or 
limited availability of funds. 

Ov, These SuSSebtions are designed to aid 

for limited periods only. those,.borrowers who. experience 
difficulty. in, the; market, on. for whom. the..cost of, such 
borrowing would be unduly excessive. The difficulties 


inherent in determining who would receive assistance, 


when and for what period are recognized, but it is 
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suggested that the Bank of Canada might well be able 
to develop the necessary rules of thumb. It is 
therefore recommended that the Royal Commission carefull 
examine this possibility. 
i An additional problem which the Province 
has “expertenced “Involves ‘the Scarcity of informat ion 
pertaining to the activities of both the Government 
of Canada and The Bank of Canada. A clearer indication 
of the Central Bank's attitude towards current 
situations would be 4088 helpful to the Province 
in’ determining “its own borrowing and spending policies. 
The same applies to the Federal Government and, 
Sub Jjecu Co some -limitacions:, it. should be ecmarare 
to keep the provinces informed as to the probable 
Course "OL Pederal policy; parvicularly in une tiscal 
and economic Baty From the point of view of 
provincial financing these suggestions call for a 
much closer relationship between the Federal Government 
and Bank of Canada on the one hand, and the province 
and their municipalities on the other. Many of the 
provinces are not equipped to make the precise 
judgments necessary for sound and efficient financial 
policies, and both the Federal Government and the Bank 
of Canada should play a leading role in assisting in 
this respect. 
No, There have been suggestions in this direction 
which would establish a central co-ordinating body 
(possibly the Bank of Canada,) aoe both Federal and 
provincial borrowing policies. This concept would, if 


extended to government investment programming, provide 
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the machinery to promote co-ordinated economic 
planning, which would be particularly useful in 


developing counter-cyclical spending oroxsyrammncs. 


With the aggregate importance of junior governments, 
such co-ordinated activities would seem. essential. 

We therefore recommend that the Commission explore 
the possibility of establishing such machinery for 
co-ordinated borrowing and investment. 

nee Finalty, the rapid increase in the demand 
for the nation's savings since World War II, not only 
from provincial governments, but from the Federal 
Government, public utilities, municipalities and from 
the. private sector, has cut deeply into the nation's 
Savings. How deeply is a question open to debate, 
but the competition for .funds bas become more .wlnvense. 
In this regard it has been our experience that the 
Canadian market has not always been.adequate to meet 
the demand, and .thus..some alternative was necessary. 
YY, It is understood that the Royal Commission 
will undertake a study to determine the adequacy of 
Canadian savings relative.to domestic demand. It is 
suggested. that any such study give, careful 
consideration to the need for having the United States 
market:2 available, at least.te certain classes,.of 


borrowers. 


Effects of Monetary Policy on Government Financing 
AS, The preceding section indicated that the 
ease with which the Province obtained funds from 


capital markets has varied,.from time to time. The 
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1 municipalities have had similar experience, and to the 
2 extent that such market changes have been the result 
3 of monetary policy, both levels of government have 
4 been affected by it. These effects can take a number 
5 of forms --' higher borrowing costs, reduced “availability 
6 of funds, etc. -- when monetary policies of restraint 
7 are in effect » and *the opposite “rnder “condtttons “of 
8 monetary éase:* Insofar as ‘the -erfects of -such 
9 policies on Government financing are concerned, it is 
10/ with conditions of restraint that this section is 
CONICeriiec. 
Provioc ia. Gouvermmen 
6. A policy of monetary restraint aimed 


at reductne “or ‘restricting aggregate demand “can 
achieve this effect on Government spending only to the 
extent that the Government is -a user or potential user 
of borrowed funds. However, it is important to 
differentiate between the effect of such a policy on 
borrowing and the effect on spending. In many cases 
the higher costs of "borrowing aré nota major -consider- 
ation in decisions to spend. In the develooment of 
electric power generating capacity, the main factor 

48 to develop additional plant in pace with increases 
in demand. Monetary policy cannot affect the decision 
to spend, out fo nas tin New Brumswick™peen a factor 

in related decisions. The prospect of shrinking 
aveilaopiircy ana nwven cosy Of tunics "Nas "al recued vne 
timing and nature ofthe’ borrowing vo -*rinanice “such 


non-discretionary exovenditures. " In“addition, It ‘may 
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well affect decisions as to othe type of,expenditure -- 
pessibiy )tS avoid highly capital intensive projects. 
On balance, however, these types of expenditures 

are unaffected by monetary policy unless a policy 

of restraint is pursued to: the point where funds are 
uAavailablénatddanyipricenr 

Like, Tn such periods of credit restriction the 
Province’ has found that its borrowing limits tend to 
shrink. It is our view that this undoubtedly happens 
to most provincial borrowers, because of institutional 
portfolio policies which tend to limit funds available 
for investment in government paper. To this can be 
added the fact that New Brunswick bonds aber aioe 
the disadvantage of being less well known than those 
of many other borrowers, and represent an area with 
less than national average rates of economic growth. 
Ttcis ALEfaicubtuto judge precisely: thebdegreeto 
which these factors become operative as the demand 
forrfundsesinbdénsifiespabutnatilstoniy dogataliao 
assume that they are factors. 

48, Such:a shrinkage of borrowing potential 

has had no apparent impact on the level of spending 

in non-discretionary fields, but may well have had 

the effect of deferring some spending in capital 
programmes where such decisions could be made. This, 
however, is a small portion of total government 
wheware Nonetheless, there has been an impact on 
Government financial operations in two other ways. 
First, if a shrinkage of borrowing potential occurs 


in the Canadian market, the Province, being uncertain 
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of its ability to obtain required funds, may be (and 
has been) forced somewhat prematurely into sources of 
borrowed funds where the potential is still high. 

The obvious outlet in the past has been the United 
States market, and the risks associated with it. 

Ho, In addition there are other alternatives 
when such shrinkage occurs. We have noticed that in 
such periods there is a greater tendency. to judge the 
merits of capital programme expansion, using the 
availability of Federal funds as the main criterion. 
As a result, when the availability of funds to a 
orovince is reduced, through credit restrictive policies 
the main effect is to increase provincial borrowing 
costs and PPsks!P)-ane@ te Eso ‘to Cimiluenceacthée nature 

of cavital spending. There are no discernible effects 
on the aggregate level of spending itself. “In certain 
cases, this spending has been reduced by indirect 
impact through Provincial-Municipal shared-cost 


orogrammes, of municipal inability to obtain funds. 


Municipal Governments 

56: Many of the same considerations are involved 
in assessing the impact of monetary policy on the 
Province's municipalities. However, given the smaller 
size of municiial borrowers and the increased 
marginality of their borrowing, it is conceivable 

that the effect of credit restriction would be more 
sharply felt. The increases in borrowing costs are 
less easily absorbed at the municipal level, with the 


result that the timing of many expenditures is greatly 
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affected. 
Biles As has been indicated, the great majority 


of municipal bonds are sold within the province, and 
mostly without the benefit of a Provincial guarantee. 
The Province does, however, assist. municipal bodies in 
obtaining their borrowing requirements in three specific 
ways. First, by providing a Provincial guarantee 

for certain, types, of bornowing;...secondly. by. purchasing 
portions of municipal bond issues for placement in 
Government,.trust, .and,sinking..funds; and thirdly, 

by co-ordinating municipal borrowing and providing 
information .and, assistance .in the direction of 
Geveloping sound marketing ,policies. The first two 
policies are implemented largely on the basis of need, 
with the Province forming a judgment as to the portion 
of bond issue it need purchase to keep the market firm. 
The same,approach is applied, apart..from School Board 
borrowing, to Municipalurequests.for the -Provincial 
guaraatee., oft is felt,.that, these techniques assist 

the municipalities in obtaining money at slightly 

less cost chat would .otherwise.be the case, 

ever The Province's involvement has, therefore, 
provided it with some means, however general, of 


developing a.judgment.as to. the effects of credit 


restriestons~cn.municipal, borrowing... For example, in 
the period.following the, 1953 Conversion Loan the money 
Ssupplyywas notepermitted to.expand and, in fact, by March, 


1960 was somewhat lower than the level prevailing 
in. August, of. 1958..,., Consequently,. interest rates rose 


rapidly..and, many municipalities complained of difficulties 
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1 in the market. Although the statistics are somewhat 
2 lacking in precision, it is estimated that during 
3 this BA DHE Provincial Government purchases of 
4 municioal bonds increased substantially; by 10 per 
5 cent by 31 March, 1959 and by another 10 per cent 
6 by 31 March, 1960. During this same period the 
2 annual rate of increase in municipal debt outstanding 
8 declined markedly. In other words, New Brunswick 
9 municipalities were reacting to the "credit squeeze" 
10 by reducing their annual capital requirements, and at 
11 the same time the Provincial Government was increasing 
12 Slightly its rate of municipal bond purchases. 
13 Son It seems reasonable to conclude that both 
14 Asie eA and municipal governments experience 
15 increases in costs and reductions in the availability 
16 ofr funds. as™ a megane or porscies~of “hat tonal credit 
17 restraint. Associated with such effects are the less 
18 dramatic, but possibly more relevant, effects on the 
19 allocation of resources. The Province, in the face of 
20 such effects, is forced into other markets, ee 
WA not usually available to most New Brunswick | 
22 municipalities. As a result, many municipal projects 
23 of a worthwhile nature are deferred, until periods 
24 of cheaper money, or possibly forever. This can only 
25 be considered as a desirable consequence of monetary 
26 policy when compared with other projects which are 


YA) relatively unaffected. 
28 54; This raises the question of the need for 


29 a more selective approach to the implementation of 


30 monetary policy -- either through the Bank of Canada 
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or the Department of Finance. In the previous 
section of this brief suggestions were made in this 
regard in order to provide short-term financing 
assistance to the provinces. These same principles 
aoply in the case of municipalities as well, although 
different techniques may be required. In our view, 
the question of ensuring the flow of a satisfactory 
volume of funds from the capital markets to the 
municipalities can be examined in three ways. 

HS, First, municipal bond issues could be made 
more attractive to investors, but some form of 
Federal subsidy, or artificial markets could be 
created by Federal regulation or by bond purchases. 
Secondly, existing markets could be broadened either 
by altering the practices of existing institutions 

or creating new ones. This would undoubtedly reduce 
funds available to other borrowers, some of whom 
would be forced to either exploit different markets 
or different financing techniques. And finally, 

as in the case of the provinces, there are solutions 
aimed at reducing the borrowing needs of the 
municipalities by increasing tax revenues available 
to them or by reallocating spending responsibilities. 
56. It is our view that such solutions as 
envisaged by the first two approaches are not a real 
necessity in New Brunswick at the present time. 

The local market, under normal conditions, has been 
able to absorb the bulk of municipal demands with 
little difficulty. However, with fies continuation 


of prevailing revenue and expenditure growth patterns, 
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market will be insufficient 


long. In that event 


it is likely that the local 


for this purpose before too 
particularly the s-smallerrones, 


some municipalities, 
would experience difficulties never before encountered. 
some form of oermanent 


Bit Rather than see 
interest rate subsidy which would be non-discriminating 
pooling 


or the development of a municipal borrowing 


ine lined to meet such a problem 


guarantee; 


we would -be 


system, 
through the jJudicious use of the Government 
We do however believe 


in, the initial stages. 
that the development of a more active market for municipal 


at least 
but a system of subsidies 


bonds would be most helpful, 
to achieve this should go hand in hand with some 


form of regulation of municipal borrowing 


in. regard ‘to such ‘solutions: there 


58. However, 
are twoopressing issues which must be examined -- the 


degree to which the capital markets are adequate 
and the extent 
In. the 


to meet total borrowing requirements, 


17 
18 
19 to which selective, controls are) desirable. 
20 first, if study indicates: that. national savings are 
71 sufficient to meet aggregate requirements, then 
22 borrowing assistance on an interim basis is all that 
23 Sams h. | If this is not the case, then a major 
24 reallocation of this market in relation to all borrower 
25 Will be necessary.- In this respect, we would prefer 
26 to see those governments with the more limited taxing 
27 powers make fewer demands on the market ,. rather than 
have their demands met by some artificial restructuring 
This: implies that inter- 


of the price mechanism. 
governmental transfers would be increased as they flow 
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ft from senior to more junior levels of government; or, 
ye that spending responsibilities would be transferred 
3 from junior to more senior levels of government. 
4 59. The second issue bears heavily on the 
5 question of the differential effect of monetary policy 
6 on the process of capital accumulation as between 
7 social and industrial capital. For certain classes 
8 of borrowers, the lending processes have most uneven 
9 effects, which are more than merely of financial 
10 importance. We have not been able to agree with the 
11 view of the Bank of Canada that - 
12 "There is no way open to it (ive. the central 
13 bank) to have a special monetary policy 
14 for particular classes of borrowers, particular 
15 industries, or particular geographical 
16 areas. Such selective action or discrimina- 
17 tion lies beyond the scope of monetary 
18 wpoltey, dforhthaites'!Toble nok pegs bere ffer 
19 monetary policy to operate differentially 
20 under our present statutes and banking 
21 arrangements." 
22 60% Such suggestions that monetary policy is 
23 an impartial and non-discriminating means of controllin 
PY effective demand have not stood up to investigation. 
25 There are undoubtedly discriminatory effects, and in 
26 fact are supposed to be if monetary policy is to be 
a7 reasonably effective. The question is whether such 
28 effects should be intentional or otherwise. It is our 
29 view that by the use of selective controls many of 


30 the adverse effects of credit rationing could be 
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avoided. aQUGMETcAaLTyI the recommendations made 
in the first portion of this submission may well be 
helpful, as well as the alternatives outlined earlier 
in this section. In essence, however, we have not 
been able to undertake the research necessary to enable 
a precise view mA be formed as to specific techniques 
which would shelter municipal spending from the 
effects of credit restriction. 
Gury Insofar as Provincial borrowing is concerned, 
it appears that on balance the main effect of monetary 
policy is to alter borrowing costs without affecting 
the level of demand significantly. In view of this 
fact, and considering the great doubts as to the 
real effectiveness of monetary policy in controlling 
aggregate demand, the consequent real increase in 
social capital costs relative to costs in the private 
sector seems both unnecessary and undesirable. This 
raises questions of the desirable mix between fiscal 
and monetary policy -- an issue discussed in the 


following section. 
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III ECONOMIC IMPLICATIONS. OF FINANCING 
POLICIES 


Cee As a borrower in Canadian capital markets the 
New Brunswick government is POnCarMee with the avail- 
apLility and price. of sufficient funds to meet its 
borrowing requirements, and with the effect that both 
institutional and government policies have on its 
borrowing operations. However, given the responsibili- 
ties of the Government to the people of New Brunswick 
aaa ite responsibility in the field of economic 
policy, the Government is also concerned dina, the 
aggregate implications of such financial policies 

on the economy of the Province, and on its growth 
potential. In this sphere, any assessment Laeane 
eacequacy of such policies to meet the economic 
requirements of New Brunswick ers Tea Veale entails 
consideration of both fiscal and mone carts or 
acolon, This section will therefore deal ate ee 
economic requirements of the provincial anaes 

the pole that monetary and fiscal policies should play 
in meeting these requirements, the relationship 
between such policies, and the effects which these 
policies have had on the economy of the Province. 

os. Although it is not intended that New 
Brunswick should speak for the entire Atlantic Region, 


4% should be pointed out that much of this analysis 


GENS > 


is based On a study by Professor A.K. Cailrncross, 
which was prepared for the Premiers of the four 
Atlantic Provinces. Furthermore, much of this section 


43 based on statistical data available from numerous 
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sources, but 
sponsored by 


This mass of 


most readily from the research series 
the Atlantic Provinces Research Board. 


statistical: detail-has not.been.ineluded, 


but could be made readily available to the Commission. 


64, Generally, this section of-our,submission 
emphasizes three major themes, which form a framework 


Within which our recommendations are made. 


65,4 First, the problem of retarded economic 
growth in New Brunswick and other similar areas of 
Canada is a national problem requiring Federal 
attention and spending if solutions are to be found. 
either fiscal or monetary, 


Second, no single measure, 


on the part of Government can hope, by itself, to 

overcome the forces impeding development. It is 
likely that the whole range of fiscal and monetary 

“policies must. be,brought into play.» It.is,¢elear 

that this can only be achieved through co-ordinated 

planning both at the Federal level itself and between 

the Government of Canada aiae provinces; srThird, 

in the absence of Federal Government acceptance of 

Such responsibility in promoting balanced economic 

growth in Canada, and if the required co-operation 

and co-ordination.is| not achieved, then it is. difficult 

to envisage changes in the Canadian financial system 


which would make any significant contribution to meetin 


the requirements of the New Brunswick economy. 


The New Brunswick Economy 
66. 


An understanding of the main economic forces 


operating in the New Brunswick economy is necessary 
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1 as background for the sections on national policy 
2 which follow. New-Brunswick's prosperity today, as 
3 in the past, is dependent primarily upon domestic and 
4 foreign demand for its agricultural’ products, lumber, 
5 pulp and paper, fish, and coal. Secondary manufactur- 
6 ing in the Province has never quite recovered from the 
7 decline of the wooden shipbuilding industry in the 
8 decades Surrounding Confederation. Today, little 
9 more ithana}5 pertcent of total employment is derived 
10 from this sector of the economy. 
11 Gk This dependency on external markets has 
12 left New Brunswick particularly vulmerable to short- 
13 term fluctuations in world demand and prices. This 
14 has resulted in short bursts of economic expansion 
15 interspersed with relatively long and dreary periods 
16 of economic stagnation. As a result, personal income 
17 per capita in the Province is only two-thirds the 
18 Canadian average. Unemployment has persistently remained 
19 close to double the national rate despite large scale 
20 out-migration, 
21. 685 The economic outlook for the Province 
22 is perhaps best reflected in the labour market. 
23 69, While the level of vroduction from the 
24 primary resource-based industries has been rising 
25 in peeees years the increase has been relatively” 
26 modest and certainly not enough to prevent SASS thent 
27 from falling due to increased mechanization. The 
28 long-term outlook for some industries in this sector, 
29 and vin particular pulp and paver, and mining, is 


30 fairly good, but it is not expected that employment 
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will show much increase over present levels even with 
increased production. 

TOA, During the past decade the decline in 
employment in this sector has been partially offset 

by the expansion of the construction and service 
industries. However, it is not likely that constructio 
can be’ continuously expanded, and: growth im the service 
sector must be fed by income growth resulting from 
industrial activity. 

aL Thus, the bulk of new employment opportunities 
will have to come from secondary manufacturing. But, 
as has already been suggested, this sector has shown 
little net growth over the past’ decade. Located on 

the veriphery of the national market and handicapped 

by distance from the princioal vopulationicentres, 

New Brunswick manufacturers have had to be content, 

for the most sart, with wroducing for the small. and 
local regional market. Producers can seldom take 
advantage of the economles of scale deriving from the 
use of mass=production techniques or from the use 

of the latest -téchndodociies: ‘The resulting small 


den 


orofit margins have led tov am inability to finance 
market, product, or designcoresearchr==scall baske 
ingredients in the process,’of economic growth. 

Pet This combination of declining employment 

in the primary sector of the economy and stagnation 
in secondary manufacturing has given rise to a 
substantial and growing labour surplus which is being 


further aggravated by one of the higest rates of 


natural population increase’ in Canada (the difference 
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1 between crude birth and death rates). Symptoms of 

9 this surplus are the./low prevailing Lem eit force 

3 participation rates, the high unemployment rate, and 

4 the lengthy average duration of unemployment. The 

5 large numbers of subsistence workers in agriculture, 

6 fishing, and logging are further evidence of the 

7 chronic imbalance of labour demand and supply. 

8 3% In the past, and especially during the early 
9 and middle 1950's, large-scale emigration provided 

10 a partial solution to this problem of enormous 

11 wastage of our manpower resources. This particular 

12 cure, however, is only slightly better than the disease 
13 for the emigrants have been largely concentrated in the 
14 young adult age groups who would, in a more buoyant 

15 economy, have formed one of the most imoortant of the 
16 resources of the Province. Between 1949 ana 1959, the © 
17 age group 20-24, increased by 0.7 per cent in New 

18 Brunswick compared with the national average of /.3 

19 per cent. The age group 25-34, declined in New 

20 Brunswick over the same period by 6.7 per cent compared 
21 to an increase in Canada of 17.9 per cent! Large- 

22 scale emigration of our young adults has also eroded 

23 \| “ the tax base of the Provincial Government’ while at the 
24 same time increasing the proportion of the total 

25 population classified as dependents with important 

26 implications for the social services demanded of 

27 the Bs eines Government. In 1959, 45 per cent of 

28 New Brunswick's population was in the age group'O - 14 
29 and 65 and over compared with 40 per cent in Canada. 


30 In the same year iO per cent of New Brunswick's 
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1 population was below the age of 20 compared with 
2 a national average of 40 per cent. 
3 TH, In recent years, and especially since 
4 1957, the rate of out-migration from New Brunswick 
5 has been decreasings .While.the,reasons,.for,.this 
6 phenomenon,are.difficult. to, determine EM ne ove 
q is likely that the emergence of labour surpluses in 
8 the more prosperous parts of the country has been a 
9 major factor.. Unemployment .rates, have still not 
10 fallen to acceptable levels in Ontario and Quebec 
11 despite the surprising absence of growth in the labour 
12 force in these two beat uc ae: the past year. 
13 Obviously with little hope of obtaining a job quickly 
14 elsewhere, New Brunswickers have had to. stay home. 
15 Moreover, despite the optimism.of current economic 
16 forecasts, there are no apparent dynamic forces at 
17 play in the. economy which will alter this situation 
18 in thechear.future. 
19 sie We believe. that,.the.existence, now and for 
20 the.foreseeable.future, oaf.a.gigeabbe.and.growing labou 
1 surplus insNew. Brunswick,is.more.than ample, justificatipn 
22 for immediate measures being.taken to establish 
23 secondary..manufacturing.plants in,.the.Province. 
24 The Special .Committee.of the.venate,on,Manpower 
25 and, Jip loymona.ceag ae? smuch. the game.conc Lusi on 
26 in. AGS, lek tiay ae 
27 Over, tae,longsrun, there.are.only two solutions; 
28 either,the,peocohe+mave.out,.to,better 
29 OO OP ini lied hee where..or.bepter 


30 oppertuaities.are made, available..to.them 
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where they are. The massive migration 
of the population is neither socially nor 
economically desirable, and we reject this 
possibility: Therefore, the other course, 
namely, of providing better opportunities 
for these people in the areas concerned, 
fa must be undertaken with determined effort." 
This quotation refers to the Atlantic Region as a whole} 


however, it is equally valid for New Brunswick. 
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76n The Federal Government’ has the over-all 
responsibility in Canada for ensuring price stability, 
an adequate rate of growth in- the economy, and for 
maintaining full employment. Acceptance of this 
responsibility is stated-explicitly in the White Paper 
on Employment and Income presented to Parliament 

in 1945, anda wide range of policy measures exist 
whereby this responsibility: may be pursued. ~The 

most important of these measures, of course, are 
monetary, fiscal, and debt management policy. As 

the Governor of the Bank of Canada stated in his 

1961 Report to the Minister of Finance, these policies 
"are inter-dependent and to some extent inter- 
changeable" necessitating "a high degree of co-ordination 
to ‘ensure: that. the: blend or: ‘mix of» these ne ieetee 

is purposefully directed towards attaining the over- 
all economic objectives. of the community". Presumably, 
in the absence of the requisite degree of co-ordination 


conflicting policies may be pursued leading to 
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misallocation of resources, price ‘instability, and 


retarded rates of growth. 


"KGS There is evidence to suggest that national 


economic policies have not always been effectively 


4 


co-ordinate tLanthe postswareoertodnand that this has 
led to -unnecessaryoinflation andi tocoverly harsh 
anti-infhationary measures. The spectacle of sub- 
stantialotncereases' in the money supply vover'ia few 
Short months followed by over a year of determined 
réestrictionmangd contraction, both vid rcongJunacttien 
with generous Federal deficit spending, is clearly 
a part of such evidence. The rather spectacular 
departure of the previous Governor of the Bank of 
Canada a year ‘ago brought this issue dramatically 
into the spotlight of publie debate. 
BS. The undesirable consequences of persistent 
price inflation are well-known and do not need repeating 
here except to point out that these consequences 
are especially severe for areas and industries dependen 
upon export markets for their prosperity. Conversely, 
restrictive anti-inflationary measures bear particularl 
heavily upon those regions in which small business 
establishments orecominate. The New Brunswick economy 
is a small business economy, and as we have already 
indicated, it is particularly dependent upon export 
markets for the output of its Andustries'. \We believe 
that: the absence of inflationary trends: in-Canada 
is not onby destrabless~ it te almost.ca) sine qua 

it 


ron for the future of New Brunswick industry, at least 


as long as it remains primarily export-oriented. 
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19. Closer co-ordination and integration of 
Government economic policies would provide greater 
assurance that inflationary tendencies can be contained|. 
Thus, we welcome the statement of Mr. Rasminsky in. the 
1961 Bank of Canada.Annual Report in which. he says, °"th 
need’*for close co-ordination of monetary,fiscal, debt 
eaaeremete dws other economic, policies point to the 
great importance of close and continuous contact 
between the Bank (of Canada) and the Government" 
and Mr. Fleming's rejoinder, "regular and.close 
consultation between the Governor (of «the»Bank: of 
Ganada),and:the-Minister of Financer,is+of.the essence, " 
80a At the same time, we feel that these state- 
ments do not go .far enough. In particular, ‘they appear 
to place too much emphasis on the voluntary nature 
of the proposed closer working relationship. We 
stronesly urge the Commission to consider recommending 
the appointment of a Standing Committee along the 
lines proposed ‘by the Radcliffe, Committee in the 
United Kingdom in a Report on the Working of the 
Monetary System. As in the United Kingdom, this 
Commission would be advisory in character and would 
ensure regular review of all matters relating to the 
co-ordination of monetary policy with the Government's 


economic policy as a whole. It is» possible that 


Mr. Rasminsky had this idea in mind, when he stated 
in his Annual Report,;) "even though such precaution 
may now seem unnecessary, consideration shouldbe given 


to setting up a routine orocedure: for regular meetings 


at fairly frequent intervals between the Minister of 
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Finance and the Governor". 

i In addition to the appointment of a 

Standing Committee to ensure integration of monetary 
policy with other Government economic policy, we urge 
the Federal Government to appoint an alvisory body of 
economic experts to the Prime Minister. This body 
would be outside the departmental structure and 

would report on economic trends and suggest policy 
changes designed to ensure maximum achievements of 
national economic objectives. At the present time, 
economic policy is formulated at the departmental 
level with the resulting loss of effective co-ordinatio 
and perspective on the needs of the Government and 
country as a whole. A special task of the proposed 
advisory body might be the co-ordination of Federal 
economic policies with those of the Provinces, an 
objective recommended earlier in this submission. 

We have some reservations about the degree to which 
Federal-Provincial co-ordination of this type would 

be effective, but the provinces have some responsibilit 
here and junior government expenditures constitute a 
formidable portion of the Gross National Product. 

On this basis, some attempt is both worthwhile and 
necessary, Since in the past the views and needs of 
the Provinces have not been sufficiently considered, 
with important and often adverse consequences 

Cor’ provincial budgeting. 

o¥i6 Monetary policy in Canada is| "in the ordinary 
course of events" the responsibility of the Bank of 


Catiadea. Ih the exercise of Its responsibility, ‘the 
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Bank has held itself to be bound by the section of the 


Bank of Canada Act which defines its function as 
being "to regulate credit and currency in the best 
interests of the economic life of the nation", with 
emphasis on the word "nation". Indeed, the Bank 
has refused to pursue a monetary policy which 
discriminates ee bana Ge parts of the country. 
This is revealed in several statements by the Bank, 
some of which have been mentioned earlier -- 
"To bring about an increase in the total 
quantity of money does not determine how 
or in what part, of the country the persons 
who acquire the monetary resources will 
oy epend, save; lend,.or invest them." 
And finad liye, 
"while the central bank can stimulate an 
inerease in the total of Bank deposits 
and bank assets it cannot usually influence 
the allocation of the increase towards any 
particul#r industry or sector of the economy, 
to local governments, or to particular 
regions; the actual distribution of the 
increase will depend on many factors which ; 
are outside the field of the central bank." 
83, It is our contention that monetary policy 
has just those effects amd influences which are above 
ina amen to be outside its scope. Monetary policy 
is a blunt instrument. operating in a highly imperfect 
market -- it has uneven effects, side effects and 


special effects which are unintended and in many 
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instances, unknown and undesirable. 

37h Accordingly, we suggest that the Bank's 
interpretation of its responsibility has been too 
narrow. We feel strongly that monetary policy can 

be made more flexible in response to. the differing 
needs of thetvarhousryvegions. At ‘no time in the post- 
war period have inflationary trends *been evident 

in New Brunswick, yet there has been little or no 
attempt by the monetary authorities or the banking 
System to shield New Brunswick from the consequences 
of credit restrictions. The Government of New 
Brunswick in.conjunction with the Governments of 

Nova Scotia, Prince Edward -Island, sangeet ierrictenee 
in 1960 commissioned Professor A.K. Cairncross, who ts 
currently Economic Advisor to the British Government, 
to study thtd rsitudthon takiIngpartioulan, the swas 

to examine: 

"the effects of monetary policy on the 
economy of the Atlantic Provinces and to 
recommend methods by which it might be made 
flexible so as to meet the particular needs 
of these provinces." 

His report was published by the Atlantic Provinces 
Research Board early in 1961. The report concludes 
that: 

"what is wanted is a method of deflecting 
demand from the bottlenecks and points of 
pressure where inflation is bred towards 
resources that are inadequately employed, so 


as to allow the whole economy to reach a 
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higher level of activity without generating 
inflationary symptoms ..... For this 
purpose, monetary policy is only one of the 
instruments that can be used and not 
necessarily the most powerful or the most 
satisfactory." 
85, 4 In the field of monetary policy, Professor 
Cairncross suggested that pressure be, applied to the 
chartered banks by the Bank of eg te oAceeee selected 
areas of the country from the full force of credit 
rationing. New legislation would not be needed for 
date purpose. This policy would not mean that the 
chartered banks would, in effect, subsidize borrowers 
in areas of erat retardation through lower interest 
rates but’ only that the banks would: 
"refrain from taking action in these eee 
dictated to them over the rest of their 
operations by concern for thelr liquidity." 
86. We strongly urge that the Bank of Canada 
in co-operation with the Federal Government and the 
chartered banks give consideration to the imo lementatio 
of this proposal. We also suggest that the-.Bank of 
Canada Act be amended so to make explicit the 
responsibility of the Bank to conduct its operations 
"in the best interests of the economic life" of the 
constituent regions as well as "of the nation” with 
the proviso ,of course, that: in cases of conflict, 
national considerations would predominate. 
eee The increasingly important role played by the 


Industrial Development Bank in the New Brunswick 
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1 economy in providing long-term credit to small 
y and medium-sized business is evident from the 


3 following tables. 
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1 
TABL® (1 
2 | erence Re er eRe 
P LOANS AUTHORIZED BY THE INDUSTRIAL 
5 DEVELOPMENT BANK 
oe 4 9086's 1961 
5 Pi 
NEW BRUNSWICK AND CANADA 
6 (during fiscal years ending September 30) 
7 Number 
8 1956 1957 1958 1959 1960 1961 
9] New Brunswick 8 20 24 27 30 61 
10/ Annual % Change — - 190.0 20.0 ——“T2r6- | 11.1 -103,3 
11| Canada 349 401 571 599 740 1,364, 
12 Annual % Change = a nee ee He Qe 23. 5a 5 84,0 
13 } 
Amount ($000) 
14 ie 3 ie 
1956 1957 1958 1959 1960 1961 
15 
New Brunswick 1,344 4,236 1,399 765 888 2,711 
16 
Annual % Change " ~ 8.0 13,2 - 45.3 16,1 205.3 
17 4 
| Canada 39,359 30,111 35,941 30,579 38,576 71,196 
18 ie | | 
Annual % Change - -23.5 19.4 - 14,9 26,2 84.6 
19 C 
20 
24 
> 
23 
24 
25 
26 
27 
28 
29 


30 
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1 
2 


3|| Source: Computed from Industrial Development Bank, Annual Report, 1961 


4 
5 
TABLE 2 
6 LOANS AUTHORIZED BY THE INDUSTRIAL 
DEVELOPMENT BANK IN NEW BRUNSWICK 
7 AS A PERCENTAGE OF CANADIAN TOTAL 
8 , 1956 - 1961 
9 (during fiscal years ending September 30) 
10 | Number 
11 1956 i ME 1958 1959 1960 1961 
% % % % % % 
12) | ; 
New Brunswick Ae aru 4.2 4.5 4,1 4.5 
13 Canada 100.0 100.0 100.0 100.0 100.0 100.0 
14 
Amount 
15 
1956 PSC 1958 L349 1960 1961 
16 % % % % % % 
17 || New Brunswick 3.4 4.1 cre) 2.5 223 3.8 
18 || Canada 100.0 100.0 100.0 100.0 100.0 100,0 
19 
20 
Source: See Table 1 
21 
22 88. Of particular note is the 103% increase in the number of loans in 
New Brunswick between 1960 and 1961 and and 205% increase in loan value, 
23 
(See Table 1). Most of this increase took place before the amendments last 
24 
July to the Industrial Development Sank Act became effective and the 
25 
outlook for further expansion looks very favourable. 
26 89. Professor Cairncross found that the Industrial Development Bank 
27 
28 
29 


30 


err 
wa me ser ee aay 
= ee mht 


E 


‘ 2 ué, a " j ) on RS ees — 
* de = bee ees a - pres i 
jet donsh ieuama is a tagmngoterat sisrevbal scsi bomen 
‘nei el Be oe, i 
iatsoenevs HT: Yo Ca SIMOHZUA eval 
HOLWEMU AE WAU WI NMA TASMIOUSVaAd ; OT 
JATOT. WAIGAM AD OS SJOATMUAOAET AGA : : 
ae TR tates aa al siafemeaieneaaenrcene emmenenemenaaan i ator ii { vi 
i . Leet + 980L oxy nih >it ee: 
(Of tedmratqe? yaibme eisey er grtixub) SNe eee i aed 
Sedo y i > . ese 4 ~~ e is rat &, ! ae 
feel O81. eCl,. B2el feel gael Cis 
ee ary ree ance coredaziedl ot ennanentey a aOR a SET Af ’ 4 
PNY ay ov oP Ng ev eee 
aa a Ry Oe OMe anes eet eee 
0,001 0.00 0.00! 0.001 0.00f 0.001 sbens? to a 
dno mA, | ere 
fogt’ oder caer gaeresyaer sheet tote OTe ee 
oe \ xv x ve ® jor 
. me | | 
BLE GS &.§ ee i.e BE sobpnaibidl welt f ayy 
¥; i‘ : 2 heme.) rr : 
0,001 O.00!  0.00f ©.00i 0,008 0.00! sbsns) lop 
, wy Ff On A . ' ys 
{ eidsT 992 :satv0e | 
‘| tb easol to tedmun oft ni sasotoat MEOL oi ei tom rslicit1sq 3O 88 | er ' 
_ sulsv msoi mi sesetorni P20S bas brs dCi base 0001 asowted Asiwanutd wovl |. a 
: tesl einombnoms adi stoted sosiq Hoot sesetoni eidt Io taoM (1 sldsT 992) 1 (: fi 
adi bas ovisoaiis eotsoed j9A Anc& tnemigqoleved [sittarbol st 03 ylul | me / 


29 


30 


Nethercut &é Young 
Terente, Ontario A1756 


"may have acted as a safety valve" during the credit 
squeezes of 1955-57 and 1959-60 and in many cases 
"took over a customer who would have been likely, in 
the early fifties, to have obtained a capital loan 
from his bank". At the same time, he felt that the 
Industrial Development Bank should do more by way 

of accepting equities as security for loans. The 
legislative authority already exists for this and we 
hope that the statement in the 1961 Annual Report 

of the Industrial Development Bank that "the Industrial 
Development Bank might be of increasing use in making 
it possible to maintain Canadian ownership of family 
firms" is a sign that the Industrial Development 

Bank is now prepared to move more in the direction of 


increased equity financing. 


iy. Furthermore, in past years the Industrial 


Development Bank, while useful and effective, has 
been more of a "bank" and less of a “development” 
agency than we would consider appropriate. Its 
interest rates have been adjusted upwards in line 
with national monetary policies of restraint, and we 
can see’ no “lLocica kl “justification ‘for this.-"in past 
years there have been increasing demands from this part 
ore TNe COuUNTrY Tor “a monetary policy which would 

be regionally oriented, both in terms of the cost 
and availability *of*Punds'> “We ‘have ‘eiven “these 
objectives careful ‘consideration, and ‘while we agree 
wholeheartedly in the objectives themselves, we 
recognize the technical dtfficulties inherent “in 


implementation within the framework of our present 
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chartered banking structure. 
Gain Tt) is doubtful whether a distant regional 
interest rate structure could be ewerveat. Within 
which a regional "central bank" could exert» influence 
in a direction contrary to that required in central 
Canada. To achieve such a situation might well 
require the development of a highly complex regional 
money market almost fully insulated from the rest of 
Canada. This would be at best extremely difficult 
and at worst), luhodeulce | 
92. However, wee see no great necessity to reduce 
the cost or increase, the availability of funds to all 
classes of ipanentiatery the region; those in a positior 
requiring additional and/or cheaper capital in order 
to increase the productive capacity of the economy 
are those needing cot ened 
S25 Notwithstanding the possibilities of such © 
policies being deve loped by the central bank or the 
Federal Government, it is our view that the operations 
of the Industrial pecs ares Bank could be altered 
to serve this purpose. The Industrial Development 
Bank now has Lixairaetal hicks ane by separating it 
from the control of the Bank of Canada, and/or by regroup- 
ing its regional offices into autonomous areas for 
development, would va te possible: 

(1) regional interest rate differentials 

and ea gee from the effects of 

national monetary policies. 

(2p ath Ss ue asibalalitie of funds for regional 


development needs which would not be subject 


“uy 


% f Ss y oly. ® 
S a \" es . " ve =. 
‘ i ah : tg 


. i e 
Y, 


4 ys 
on > 
>» 
mer “ P ert) 
7 7 ark 


7 Sey : ae Tr . : 
Hass » oat : (yy Vaya jo puisorsse ans 


Lenoiast dasdeth) 5 ne (Baovonens 1, i i" set 
is o abitiw alah eid ed blyoo orudourde ist. jeoredat 
eoneul tnt tex bivoo: “sasd Lettaeo" Lenotget, 6. sotdw 

Laxcadut bettupss, gsc? oF yrsitmos nottooxtb Bet . 
Ilow ‘sibled ino gcit t.issa.be s dove.evetdos of .sbsiso 
Ienobger xeLamoo yidatd s to tnemqoleveb end etivpet 
| to dact odd mort pedal vent yilfuit daomia, Jodism Yonom 


a ylometixe tesd da ed bivow aidT. .sbsis0 


,sidzecoamt .teatow 3s bas 


goubet od yiienacosa Jsotg on Somow tsvewoH Se (it 


ifs et ebavt to yitltdelleve ond. enaeron2 to deco odd jst 
hott aog 6 ab eaorit iaotges edt ad arewourod. ‘to pegaslo jeL 
yebro of Istiqss teqseno xo\bas Lsnotsiibbs gaitirtupes lot 
ymonoss ond to yittosqso ovidsuborg end sasotont og baa 
i .soistataas gaitbean saotd ors . if 
loue to aotstitdteeod sds antbhasadiiwson ~£e a 
edd imo alved Lartnes odd vd poqolevet anted sslotilog jer 
| enottexeqo ent dedd wetv avo at tt jnemarevod. Istehed Her a) 
| beredis ed fbinoo wise inemgoLleved [stxdevbal, sad to “fos hi! 
tnemgqoleved Isivdaubal, edt pen Ae eviiea oc lis 
Ji gattsisqee yd brs Mabatcisak was asd. won sansa een 
by 


bouges yd to\bns .sbemsd to, Wasa ocd to Lortnoo edd mort 


| | 
tot aseve avuomonoives ojal asoflTio Isaoiget asi ant ‘I ss 
:gidteaoq exam biuow .daesmgqoleyeb | 
alatimetolith oder desuednt Lenotger (£) | 
Yo atostte edt moxt betaluant afevel bMS. 
_,setotiog yrsteaom Isnotisn 


Isnotget .10t abayi to ytiltdelteve ett (12) 0. ey 


doetdue ed Jon bivow, Nobiw ebssn trsmqofeveb 
aie ee Ps he = aay OE alae ey cee 


Nethercut MG Young 


Terente, Ontaric A1758 
1 to inter-regional capital flows. 
2 (3) greater co-operation with Provincial 
J Government development agencies, both in 
4 assessing development potentials and 
5 applicants for credit, and in the joint 
6 sharing of the financial risks inherent 
7 in some large government assisted industrial 
8 projects. 
9 94. The basis for these recommendations lies in the 
10 belief that businesses in the province, and especially 
11 the smaller ones, have encountered ifficulties in 
12 obtaining capital for both expansion and new ventures. 
13 As a result of the slower pace of economic activity 
14 and concentration of the decision-making processes 
15 in the head office of the financial institutions, we 
16 have the impression that funds are not quite so 
17 available as in some other parts of Canada. 
18 95. Associated with this is the question of 
19 whether monetary policies of restraint are felt with 
20 more force in New Brunswick than in other parts of 
Ff the country. There are no bodies of statistical 
22 data on which to base any answer to this question -- 
23 negative or positive. There are only judgments. 
24 However, there are a fair number of reputable 
25 economists who judge the answer to'be yes. This was 
26 a problem particularly emphasized to Professor 
27 Cairncross before he began his study. aa his report 
28 indicates, he did not find such differential effects 
29 on a large scale, but he did find instances in which 


30 production had been restricted because of the impact 
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of monetary restraint. As well, his. final conclusion 
was that no policy of monetary restraint could be 
judged as appropriate for this region. If this is the 
case, then we believe we are justified in believing 
such policies to bear more heavily here than elsewhere. 
96. Aside from the absolute effect of such 
policies on the region, there are also important 
questions of the timing of national policy. Normally, 
the i ara water economy lags behind the national economy 
during periods of recovery from periods, of, recession. 
In many cases, since monetary policies are geared 

to. the aggregate statistics,» ia policy jofs credit 
restraint. designed to promote more orderly growth 
nationally, is felt here at a very early stage in 

the recovery phase of the business cycle. The result 
is that the recovery is impeded, with both its rate 
slowed down and its length cut short. 

97. As we have already indicated, there is a 
great lack of available information on regional 
capital flows, but we suggest that the operations 

of the banking system may be “inappropriate to the capital 
needs of industry tin another ways* In our view it is 
quite possible that in periods when loan funds 

are in great demand nationally, available funds are 
siphoned off from this part of Canada to meet 

demands in other areas. .In this regard, we have not 
been able to develop data on the regional operations 

of the chartered banks, and strongly recommend that 
the. Commission investigate this possibility. 


98, On the basis of these judgments we have 
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concluded that under ordinary circumstances capital 
is not as readily available from the markets as it 
Should be, and that in periods of mational credit 
restraint this situation becomes more aggravated. 
As a result, the Province has had to enter the 
industrial lending field, unlike such provinces as 
aereess, Quebec, Alberta and British Columbia. Even 
with some capital available under Federal legislation, 
there is still the deficiency that in many cases the 
maximum amount available in small business loans is 
frequently too little. Accordingly, we urge the 
Commission to give consideration to these deficiencies 
in its review of existing legislation which makes 
capital available to industry. 
99. The flow of mortgage funds in New Brunswick 
has been determined in large extent by national monetar 
policy operating through the Central Mortgage and 
Housing Corporation. As with monetary policy as a 
whole, there is little evidence that C.M.H.C. has 
supplied morteage- funds on a discriminatory basis 
as between different regions. This is both possible, 
however, and highly desirable in view of the importance 
of residential construction to the economy. We suggest 
that mortgage funds be made available on easier terms 
in economically retarded areas when more arduous terms 
are necessary in the economy as a whole. Expressed 
in another manner, we are advocating that-in areas 
of chronic under-utilization of resources, effective 
demand should determine the level of housing 


construction, not the need for credit restraint at the 
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1 national level. 

2 100, In the field of agriculture, there are in 

3 existence three sources, aside from the banks and 

4 private lenders, of both short and long-term eerpute D: 

5 The Canadian Farm Credit Corporation, the New Brunswick 
6 Farm Settlement Board, and loans under the Farm Loans 

h Imorovement Act are all available sources of capital 

8 for farmers operating, or wishing to operate, Units 

9 of economic size and potential. On this’ baSis, it 

10 is likely that the necessary institutional framework 

11 | is available to meet. the demands of the industry. 
12 or. There have, however, been orileneH ea | 

13 administrative rigidity has been a factor ia ieciavie bi, 
14 | the availability of funds to many of the smaller types 
15 of farms. Although this situation has improved 

16 considerably, it is felt that every effort should be 

17 made to achieve greater flexibility in administration - 
18 a type of flexibility which would permit the varying 
19 requirements of New Brunswick agriculture to be more 

20 fully- met. Furthermore, it is suggested that the eaves Hot 
21 of repayment of loans under the Farm Improvement 

22 Loans Act is entirely too short in many cases. Possibl 
23 || . for such items as fertilizer, seed, feed, etc., an 

24 extension of time would be undesirable, but for such 

28 projects as building improvements, machinery purchases, 
26 herd building and similar long-term programmes, a 

27 longer period of repayment is necessary. We 

28 therefore recommend that the Conmipistonieniay the 

29 possibility of such adjustments. | 
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«, Longer Term Policies 


102. In the previous section emphasis has been 
placed on the importance of developing selective 
monetary controls, within a co-ordinated framework of 
fiscal and monetary policy, as a means of increasing 
the rate of growth of the New Brunswick economy. 
However, it is doubtful that monetary policies, however 
Selective in nature, will play more than a minor 

role in the policy structure required to bring about 
more rapid eel ckawkeers Essentially, we see monetary 
policy as playing a stabilizing role in the short- 
term, while providing long-term incentive for the 
creation of new pes lest assets. As such, monetary 
policy becomes, in the long-term, a second line of 
action, after fiscal policy. 

bO3 i However, this raises the question as to 
What is the appropriate mix boltwedhn fiscal policy, 
monetary policy and administrative controls in the 
exercise of government influence on levels of demand. 
Obviously, there is no proper "package" which will be 
appropriate for all circumstances, but crest are 
questions of emphasis which can be answered. In the 
first place, it appears that in recent years there 
has been all too much reliance on the use of monetary 
instruments in response to cyclical movements int 


the Canadian economy. This is understandable for 
tS ae, 

monetary policies have the advantages of béing both 

anonymous and acceptabley with their effects not. 


really being attributable to anything more precise 


than the "market". In addition, such policies enjoy 
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great flexibility, andshave thesvitinate effect of | 
forcefully making known to the business community,» 
what their reaction should be to the current phase 


—o~, 


of the business cycle. ‘ 
 198e In the face of such attractive Beak upent 

it is extremely easy for the fiscal machinery to 

rest in passive Coa wanaleursaveiar four sees 

periods of gestation Between elections. However, the 
very advantages mentioned above have sabousie 
weaknesses which, in our view, have tended to greatly 
limit the effectivness of monetary policy in the last 
decade. Aside from more or less structural. weakness 
which are discussed later, the lack of selectivity, 

the reliance on manipulation of the money me Ne 

and interest rates and the sheltered Rapes 2 great 
sectors of the economy all point to the ineffectiveness 


of monetary policy in recent years. 


105... In our examination of the performance of - . 
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monetary policy in the past dete daateew Meare been 

tee iee bonded end that such policies were- in any way 
getieiee the turn of economic events. The 
inexorable rise in price levels continued through 
periods of both monetary restriction and cuabaton 
and movements in interest rates seem unrelated to 
levels of investment. With the deterioration of the 
value of money in the post-war period, “it is under- — 
standable that businessmen are not greatly influenéed 
by marginal movements in interest rates. This ts 


particularly so when the high levels of corporate 


taxation are considered at the same time. 
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106, It is therefore our contention that fiscal 
policy must be given greater emphasis in the objectives 
of full employment, economic growth and price stability), 
This is true nationally, but particularly so in-the 
ease of New Brunswick and éyacenhnes Atlantic Region. 
In this Sem the lag in development. in this 

part of the country.can be eink closely associated 

with the failure of private investment: to expand 

at a sufficiently rapid pace. Not only in the per 
capita volume of new investment in the Province 
Substantially below the national average, but 
differences in its distribution and growth rate 

have contributed to its failure to stimulate a faster 
pace of economic development. 

LOT s Generally, in New Brunswick public investment 
bulks larger in the total than isthe case mationally, 
and is becoming more and more important. This is not 
so much a reflection of an abnormally high level 

of public investment, but of the relatively low level 
of investment in the private sector. The growth. 
rates of various types of investment in the past decade 
indicates that this imbalance between public pest Geis 
investment is becoming greater. 

108%, What is therefore required are ctaewee 

to stimulate the rate of private capital formation 

in the area. -This will necessitate the large-scale 
allocation, of funds, throughs. Federal fiscal policies, 
to provide inducements to industrial location and 
incentives to, expand: production..-In this respect, 


we have already urged the Federal Government to 
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establish two capital funds for such purposes -- 

funds to be operated in conjunction with the provinces. 
1L09%° we are i eg suggesting: that such a’ policy” be 
applied only to the Province of NeW ‘Brunswick, but 
rather that it should be a Bareoags sevelopient 
policy, through which retarded or aeaebayeiBtes 
areas would be given special treatment to induce 


faster growth. -The objective of such a policy is to 


a 


provide a more balanced type of economic growth 

in Canada than has been our experience. In this 
regard; no reasonable’ person’ can-expéct all parts 

of a country as large and diverse as Canada to grow 
at similar rates, Over’ the long-term the Age ERS 

of economic growth is understandably uneven, but 
secause of natural factors and because of the effects 
of short-term policies. At various points in time 
one area will be developing rapidly, while others 
languish in stagnation, only to see the reverse 
Situation develop a generation later. 

Son To some extent this has happened in Canada -- 
different régions have expanded at different times -- 
but throughout all this one fact has always been 
apparent. The Atlantic region has for the greater 
gee the history of this obi Ph ape a consider- 
able distanced benind ‘the rest or che natYon. “It is 
certainly true’ that’ the Atlantic region has itself 
expanded, and arguments are expressed that’ as long as 
the nation expands the Atlantic region will share 

in this growth.’ History indicates that this “¢éult of 


the Gross National Product" would provide a sort of 
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"iron law" whereby this region must always be 
substantially poorer than theorest of the country. 
We have been unable to accept such a paradoxical 
Situation, and believe the proposition of balanced 


erowth to be an essential ingredient in the developo- 


ment of Canadian nationhood. 


Financial Institutions 


Liha The MacMillan Commission of the 1930's placed 
ereat emphasis'on the structure of Canadian banking 
and upon the questions of stability associated with 
it. However appropriate this may have been for that 
particular time, the institutions existing at that 
time and arising from the enquiry itself do not 
necessarily operate in the same manner podaghaatwide 
variety of changes both in the institutions them= ‘ 
selves and in their functions, have provided, in our 
view, a new basis upon which the financial system 
Operates. 

Mikey Obviously, the most important of sae 
changes, both in magnitude and significance, has been 
the vanehiacpease in that portion of the economy - 
controlled by government. Since this sector is by 
and large free from the influence of monetary action, 
and directly affected by budgetary policy, there 
are obvious implications for — financial policy 
mix. When the spending, particularly of a capital 
nature, of publicly controlled corporations is 
added to government, the result is that the Pear 


important component of aggregate’ demand -+ investment - 


“ 


n  iemaieian aie oy deat ond asad pike ae 

4 Isotxobstsq s dove vqs00s of olden Binccat 
poonsled Serene cg edd ovetledobas noktsudte 

~ goleveb \ sas: nt. taothoipnt Isitinoaas ms od. ot diworg 


.boedsottad nstbsasd to tnem 


anotjintivanl Istorsatt 
beoslaq e'O€QL orld to moteatmmoD nell IMosM oT ph ES 
snisinisd metbansd to, svutouarste ord no efasdaqmse.tsers 
oki beesetookas wititdsde to enolteeuyp odd noqu bas 


Jedd sol ded ever ysm etdd etstiqorqqs tevewoH ..dL 


teit ts gatdetxe esottudidamt odd .emid xrslvoltirsg 

jon Ob tieestit yxtupae edt mort gntetis bas amtt 

ebiwi i’ .-wabod TSA SM Sm 88 sit at etsreqo yilitseassoon 
* apy ai: vs ‘ 


“Medd enoftjutitant edt at ddod.gegasdo to yretrtsv 


ywo mt .besbivetq sved ,.a@noeitonyvi.risds at bas eevisea 


meteye Letorvsatt eat doidw aoqu stesd won s),.wotv 
.estdsirsqo 

foua To snstreqmi csaom sat evleuotvdo <Shs 
neod asd a a he sia bas ebudtosam af didod ,asgnsdo 
YmoneoS, std to nolssxog add ot saneennkcuaae edt Hee ae 
id Ee totoog etht sonke ,tasmmrevos vd bolloriaos 
<aotdos yvrstecom to soneul tal edd moxl-ssrt exral bas 
orens. .yotfiog yrstexgbud yd betostts yisoorkb bas 
P yotlog .stonsna ft ute TOT enoftsetlaqamt sxvotvdo ets 
Isiiqss s to vitsluotiiase ..anthasgqa ond nedW extn 


8f anotdstogitos Soi loudtnos yLotidug to. .si tsa 


29 


30 


Nethercut 1G Young 
Terente, Ontario A1767 


is directly responsible to fiscal policy and to fiscal 
policy alone, ne aspects of this anes 
environment include the rapid increases in corporate 
taxation, the substantial build-up of depreciation 
reserves and other sources of internal financing, 

the increasingly large size of the public debt, 
particularly short-term, and the large increases 

in the liquidity of non-bank institutions. All of 
these developments have transformed the nature of 
capital markets and the nature of the institutions 
that operate therein. 

Hbs« In our view, one of the major: implications of 


these trends,is. for changes in the structure and 


operations of the Bank of Canada. These developments 


have limited the ability of the Bank of Canada to 
Function in a manner consistent with its objectives. 
The compelling ‘question is whether the objectives 
Should be altered or the bank given broader powers. 
It is our judgment that the answer to this lies not 
entirely in-any restructuring of -the mete itself, 
but rather in a remoulding of the entire apparatus 
of economic policy. 

L114, Those objectives of the Bank of Canada 


which appear so formidably at the beginning of its 


annual report are also the objectives of fiscal 


policy, and the Bank and the Department of Finance 
must together have sufficient authority to effectively 
pursue them. However, this authority, although absolut 


in neither case, already exists for the most part. 


What is then required are changes in the manner’ in 
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which they operate together. 

Vi5< Some of these enandeseranic already been 
mentioned -- increased use of cavonthakien and more 
selective use of the instruments: of credit control. 
In addition, we have also suggested a technique 
whereby fiscal and monetary policies could be more closely 
co-ordinated. :This ‘isa particularly important 

issue since it entails questions of responsibility. 
To reiterate, the ultimate responsibility for both 
fiscal and monetary policy must rest with the Govern- 
ment of Canada through its Minister of Finance. 
However, chins does not mean: that the central bank 
must become a mere branch of the Department of 
Finance, and the co-ordinating machinery we Have 
suggested would assist in avoiding this. vs 

bias There have been recently questions raised 
regarding possible conflict between the Bank's 
responsibliities as central banker and those ‘as ° 
fiscal agent to the Government of Canada. It has 
been variously suggested that the BamensboniemaBies: 
to act as fiscal agent: for the Government, or. that 
the ‘Bank *should msehits sauthority to act as. fiscal 
agent for the provinces. This latter suggestion 

eats theoretical merits, but we find it difficult 

to believe that it would be practical or in any way 
effective.” Imradditiom; ‘recommendat ions made earlter 
calling for a closer advisory relationship between 
the Bank and the provinces and for certain types 

of Federal financing assistance when required would 


obviate the necessity for making such a move. 
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1 La (ea The question of the Bank ceasing to act as 
2 fiscal agent to the Federal Government is more 
3 complex. Presumably, a fiscal agent has certain 
4 responsibilities in the area of debt management, 
5 and if it were possible to separate such responsibilities 
6 from monetary policy, we would be strong proponents of 
7 just such a separation. However, we believe this 
8 to be impossible since debt management decisions, 
9 such as that to keep to the short-term market 
10 or ome such as the Conversion Loan, affect the money 
11 market just as surely as changes in liquidity 
12 ratios or in open market operations. Similarly, 

13 monetary policy must not, as it apparently has been 
14 in the es be developed on the basis of criteria 
15 different than those used in the formulation of 
16 budgetary policy, or the effectiveness of both would 
17 be destroyed. There have been suggestions that only 
18 a perfectly independent central bank can be expected 
19 to protect the country against the political 
20 indiscretions. of | the Minister, of Finanee.),. However 
21 attractive such) suggestions might. be; it is 
22 difficult to find them nopepsebaeem the face of the 
23 fact that ne Minister, of Fin.ance nee architeet 
24 of the budget; and apparently.is trusted as such 
25 by our society, 

26 148: Given Dodie combination of responsibilities 
27 there are arguments which we urge the commission 

28 to examine for the broadening of the area of impact 

29 of monetary policy in order to reflect the changing 


environment. Certainly, some attempt must be made 
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to at least have the effects of monetary policy 


felt by the consumer finance companies and other 


non-bank ,holders cof; iLiquidiassetse) In-addition, the 
impact ,of -the concentration of ‘large holdings of bonds 
in the hands -of a few institutions must -be studied, 

if monetary policy is to become more eS eS 

119. If inflationary forces are to be 

effectively curtailed, these areas, together with 

the concentrations of economic power in both business 
and labour, must be brought within the scope of 
Federal policy. Whether this policy is monetary, 


fiseal or administrative controls is really unimportant 


if all three are fully co-ordinated and integrated. 


Regulations Governing the Issue and Sale of Poataeiears 
b20Q ¢ It is our understanding that a great deal 

of material on this subject has already been submitted 
to this Commission, but a few-brief comments based 

On our experience might well be appropriate. 

Securities legislation has been left to the provinces 
in Canada, and it is generally agreed that "the 


subject of Canadian securities regulation,;is 


PSS, 


unnecessarily complicated yi that there exists a serious 
Lack of uniformity “inthe atid of the various 
provinces; that provincial administrative personnel 

im the field are too few and often ineffective; that 


legal deterrents to securities fraud are too weak; .and 

ale ae 
almogt 
eee vee Te yh 
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that provincial securities administrators are 


completely impotent beyond" their provincial 


boundaries. 
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1 121. In New Brunswick, we have had a Security 
2 Frauds Prevention Act with an pahthid bee tok for a numbe 
3 of years, but the widely publicized stock fraud 
4 perpetrated in this province between 1958 and 1960 
3 pointed to serious deficiencies in New Brunswick 
6 legislation, and more particularly, in the enforcement 
7 of this legislation. The Report of the investigator 
8 into these activities suggested that existing 
9}. legislation be reviewed and revised, that securities 
10| regulation be divorced from any possible political 
1 considerations, and that closer co-operation be 
12 established between the various provincial regulatory 
13 bodies. 
14 122. The question is whether inter-provincial 
15 co-operation can effectively control such fraudulent 
16 practices, or if the establishment of a Federal 
re 17 regulatory agency would not be more appropriate. We 
| 18 are inclined to support the concept of a Federal 
~. 19 regulatory body in the fiela of the issuance and 
20 sale of securities for a number of reasons. | 
123, First, we doubt that, given the diversity . 


of interests, inter-provincial co-operation can ever 
be developed to the point where 7% would es 

effective in a difficult and comphi¢ated area such r x 
as this. Second, the interest in Pee such | 
frauds is national in scope, since the entire nanan 
pone ius from bhe=f low of risk capital Entbo tng joountry| 
A fraudulent practice in ome province Poy and 


probably does, damage investor confidence generally, 


and this affects the flow such funds into other 
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provinces, nO matter how effective their legislation 


or administration. Third, to establish a really 
effective securities agency in each provincial 

capital would involve high costs and duplication 
which could be avoided or reduced by the establishment 


of a single Federal agency. 
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1 
Appendix A 
2 
1. Debentures Issued 1 April 52 - 1 April 62 
3 
Province of New Brunswick 
4 
Funded Debt 

5 
6 Short Term (1 - 3 yrs). 

pe feet del den Ath lh 

Date of Issue Am't of Issue % Maturity Am't for 
7 ae N. B. E. P.C, 
8 15 Feb 54 7,000, 000 33/4 15 Feb 56 Cdn pay 5,900,000 
9 2 Feb 59 1,500,000 21/2 2¥Feb61 do - 
19| 17 Nov 59 2,000, 000 24/4. 172i Feb 60 cdo) = 
it 2 Jan 60 5,580,000 2 2%Jan 62 do 5,580,000 
12 16,080, 000 11,480,000 
13 Medum Term (4 - 8 yrs) . 

ee ey ee 
14 Date of Issue Am't of Issue % Maturity Am't for 


__N. BLE. P.C, 


15 

15 March 55 6,849,000 3 15 Mar 59 Cdn pay 5,782,000 
16 

1 March 57 1,306,500 5 1 Mar 62 Cdn pay 1,306,500 
17 ee 
1 October 57 1,591,500 5 1 Oct 62 Cdn pay ~ 

POE Tune 58 5,000, 000 4/4 15 Junen6SiGdnpayy, - - 
19! 15 Feb-61 2,000, 000 51/4 15 Feb 66 Cdn pay - 
20 15 Dec 61 1,500, 000 4 3/4 15 Dec 66 Cdn pay - 
1 1 April 62 3,000,000 43/4 1lApril67Cdn pay - 
22 $ 21,247,000 7,088,500 
23 

Long Term (9 years +) 
24 

Date of Issue Am't of Issue % Maturity Am't for 
25 N, Bs E, P, Cc. 
a6 1 April 52 10,000, 000 41/2 1lApr 72 U.S. pay 6,260,000 

, 2 Feb 53 7,500, 000 41/2 2¥Feb65 Cdn pay 2,800,000 

2 
28 
29 


30 
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1 
2 
Long Term (9 years +) (Continued) 
|| Date of Iasue Am't of Issue % Maturity Am't for 
4 se Nee: EPEC. 
5|| 15 July 53 7,500,000 41/2 15 July 69 Cdn pay 1,000, 000 
6| 15 Feb 54 8, 500,000 41/4 15 Feb 69 Cdn pay 3,612,000 
, 15 Apr 54 9,232,000 3 3/4 15 Apr 70 Cdn pay 2,676,000 
15 July 54 9,200, 000 3.1/2 15 July 72 Cdn pay 5, 850,000 
: 1 Feb 55 11,500,000 31/4 1Feb70Cdn pay 3,988,000 
4 15 Oct 55 10,000, 000 3.1/2 15 Oct 75 Cdn pay 3,505,000 
10) 1 Feb 56 5,000,000 3.7/8 1 Feb 76:U:S, pay « $, 000; 000 
11! 1 Apr 56 7,400,000 31/2 1Apr76Cdn pay 5,300,000 
12] 15 Oct 56 6,000, 000 4.1/2 15 Oct\7l Gdr'-pay 2,200,000 
13) 1 Dec 56 6,500, 000 5 1 Dec 74 Cdn pay 3,000,000 
14 1 Mar 57 6,193,500 5 1 Mar 75 Cdn pay 4,893,500 
15 1 Oct 57 4,408,500 5 1 Oct 77 Cdn pay 200, 0G0 
16 2 Feb 59 5,000,000 5 2 Feb 79 Cdn pay = 
- 1 July 59 10,000,000 51/4 1 July 79 U.S. pay - 
1 Feb 60 15,000, 000 53/8 1 Feb 85 U.S. pay15,000,000 
- 15 Feb 61 8,000, 000 5 3/4 15 Feb 86 Cdn pay 5 
” 15 May 61 10,000, 000 5 3/4 15 May 81 Cdn pay - 
20 15 Dec 61 6,000,000 5.1/4 2.15 Dec 86:Cdn pay = 
$ 162,934,000 $ 65,284, 500 
Treasury Bill 
for purposes of financing Beechwood Power Project 
8 April 1958 $29, 500,000) 2237/8 8 Apr 71966 Cdn. pay 


X payable in eight cqual annual installments 
1959 - 1966 inclusive 
Swiss Loan 
20,000,000 due 1 November 1961 


1 November 1959 5% S.W. Frs. 
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N. B. E. P. C. began issuing its own debentures in 


January 1961, 


15,000, 000 
5,000,000 
6,150,000 
3, 850,000 
2,650,000 


7,350,000 


$ 40,000,000 


These have been as follows: 


5 1/4 
5 3/4 
51/4 
4 3/4 
6 1/2 


ie 


2 Jan 86 U. &...Pay 
1 July 91 Cdn Pay 
1 Nov 86 U.S. Pay 
1 Nov 66 U.S. Pay 
15 Mar 87 Cdn Pay 


15 Mar 92 Cdn Pay 


$15,000,000 
5,000, 000 
6,150,000 
3, 850,000 
2,650,000 


7,350,000 


$ 40,000, 000 
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1 
2 
3 INCIDENCE OF TAXATION INDEX 
4 
(1) Based on D.B.S. 13 - 201, 1960, Appendix, Table 1. 
5 | Three year average of 1956, 1957, 1958. 


6 2) (3) (4) Based on.D.B.S, 68 - 502, 1956 - 1960. 
Provincial Revenues from Part I, Section III. Total provincial 
revenues excluding inter-government transfers, Natural Resourc 
7 revenue, Income Taxes on Corporations and Individuals. 
(a) Also excluding Succession duties. : 
(b) Also excluding ''Other Taxes" as principally 
composed of hospital insurance premiums. 


Municipal Revenues from Part I, Section IV. Total municipal 
10 revenues excluding Provincial Government subsidies and grants 
in lieu of taxes. 


8) Based on D.B.S. 13 - 201, 1960, Table 29. 
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Submission to the Royal Commission on Banking 
and Finance by the Atlantic Provinces Economic 
Council. 


Summary 

Ls In view of the fact that the Royal Commission 
on Banking and Finance will receive numerous 
valuable submissions relating to the purely 
national implications of the problems before 
it, and in view of the primary interest of 
the Atlantic Provinces Economie Council 
in economic development in the Atlantic 
Region, this submission is ander rgowone 
cerned with the regional implications of 
the Royal Commission's inquiry. 

2. There is a substantial lag in the develop- 
ment of the economy of the Atlantic piée 
vinees. Low per capita income, high rates 
of unemployment, pronounced seasonal unem- 
ployment and underemployment in comparison 
with Canada as a whole are symptoms of the 
relatively slow rate of economic growth. 
The relatively slow rate of growth is, 
in turn, related to a relatively slow rate 
of capital formation. 

ay Potential output cannot be realized unless 
aggregate demand for goods and services in- 
creases at a rate equal to the growth of 
potential output. The flow of funds into 
investment will be influenced by, and in 


turn will influence, aggregate demand. 
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Even in times of high aggregate demand in 
Canada, when virtually full employment is 
realized, there is a lag in the Atlantic 
Region. When there is a drop in aggregate 
demand so that unemployment rises in Canada, 
the situation is reflected in the Region 
and unemployment rates rise there, 

4, Since the lag in the Atlantic Provinces 
is related to lower levels of investment, 
there is a definite need to bring about a 
more favourable balance in the investment 
level between the Region and the country as 
a whole. We contend that the flow of funds 
into regional investment will be encouraged 
in the long-run through the spending of 
substantial sums by the Federal Government 
in a relatively short period to improve 
the basic services required by industry, 
and by generous assistance to the establish- 
ment of firms which will have a consider- 
able direct and indirect encouragement and 
impact for further investment. The first 
could be provided by an agency similar to 
the capital projects commission as suggested 
by the Royal Commission on Canada's Economic 
Prospects, the second by a special capital 
fund for the purpose. These are our first 
two recommendations. 

D « There are several measures which can be 


implemented to influence the course of 
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demand, investment, employment and growth. 
Some of these act through their effect on 
aggregate demand, others are more selective 
in their impact. We suggest that no one 
policy can by itself have the desired effect. 
It is, therefore, necessary to think in 
terms of a combination of such policies to 
direct the course of the economy. For 
example, monetary policy should ensure that 
the rate of growth in the money supply is 
compatible with the rate of growth of real 
output at high employment and reasonably 
stable prices; the tax structure sirewlth the 
designed to provide maximum levels of 
employment, containing elements of 
selection and discrimination if it is de- 
sirable to influence in a particular way 
some aspect of industrial regional or 
national development; and government ex- 
penditures shuinae also have as one of their 
objects the maintenance of lar high level . of. 
demand and employment, Our third re- 
commendation is to stress the importance of 
the mix of policy to ensure continued growth. 

6. Since even in times of excessive overall 
demand in Canada, there is still unemploy- 
ment of resources in the Atlantic Provinces, 
we have examined means of excluding the 
Region from the full impact of national 


eredit restrictions, and have offered three 
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suggestions in this regard. First, we 
suggest that the Federal Government, the 
Bank of Canada, and the commercial banks 
examine the possibility of continuing a 
flow of funds into investment in the 
Atlantic Provinces which might otherwise 
be cut off at a time of restrictions to 
influence aggregate demand in the country 
as a whole. This would be accomplished 
not by legislation put by agreement and 
co-operation among the three. Secondly, 
we have suggested that the Federal Govern- 
ment and the Central Mortgage and Credit 
Corporation, and the Federal Government 
and the Industrial Development Bank, should 
consider making more funds available for 
residential and industrial construction 
in the Region than would otherwise be the 
case during periods of credit restraint. 
Thirdly, we suggest that the most effective 
means of protecting the Atlantic Provinces 
from the full force of national credit re- 
strictions would be for the Federal Govern- 
ment to speed up its expenditures on public 
works to reflect the decline in private 
investment which occurs as a result of the 


restrictions. 
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Introduction 

The Atlantic Provinces Economic Council 
welcomes this opportunity of submitting to the 
Royal Commission on Banking and Finance, its 
views on matters relating to the Atlantic Pro- 
vinces which come within the scope of the Terms 
of Reference of the Royal Commission. 

The Atlantic Provinces Economic Council 
is an independent, non-political, non-govern- 
mental organization formed in 1954. It is 
dedicated to the objective of accelerated 
economic development in the Atlantic Provinces 
of Canada. It conducts research into eoonemie 
matters, and recommends appropriate action to 
both government and industry. 

The Council derives its income mainly 
from membership contributions by industry, 
commerce, other organizations and private in- 
dividuals, and from reaedrencstudies commissioned by 
public or private groups or individuals. 

It will be appreciated that the matters 
coming within the concern of the Royal Commission 
on Banking and Finance are of great interest to 
the Atlantic Provinces Economic Council, This 
submission is presented with the sincere hope 
that it will be of some assistance to the Royal 
Commission in its efudy of the complex problems 


before it. 
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Section 1 
Scope of the Submission 


ey The structure and operation of the Canadian 
financial system has been, and will continue 
to be, a potent factor fashioning the course 
of economic development in Canada. From the 
point of view of both long-term growth and 
short-term stability we recognize the 
importance of the investigation of our 
financial system’ by the Royal Commission, 
and the great potential impact which your 
examination will have for the course which 
the Canadian economy will follow in the 
years ahead. We confidently assume that 
you will receive numerous valuable sub- 
missions stressing the national implications 
of your consideration of the financial system. 
For this reason, and because of our primary 
concern with economic development in the 
Atlantic Provinces, we will confine our 
remarks as closely as possible to the re- 
gional implications of your exumtnat torn 
In this way, also, we hope to be of maximum 
assistance to your deliberations. 

ee It is perhaps desirable at this early stage 
to describe that area within the Terms of 
Reference of your Commission where we hope 
to make a contribution. We shall attempt to 


avoid use of the terms "monetary policy" and 
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"fiscal policy" wherever possible because 

of the varying interpretations which are 
sometimes attached to these terms. The 

flow of funds in Canada is, of course, 
greatly influenced by the policies of the 
Bank of Canada, of the commercial banking 
system and of the Federal Government. We 

are concerned not solely with the Bank of 
Canada and the responsibility which the Bank 
has of regulating the liquid assets of the 
banking system and controlling total bank 
assets and liabilities. There ae other 
institutions, both public and private, 
Which effect a large part of the flow of 
funds in the Canadian economy. For example, 
the Central Mortgage and Housing Corporation 
and the Industrial Development Bank are 
responsible for a considerable part of 

the flow of funds into investment. So 

are the several provincial agencies which 
lend public money to agriculture, fishing 
and industry. Thé 1adea*Améng the private 
institutions are the life insurance companies, 
the trust companies, and the investment com- 
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panies. At the same time, it should be 


lcoonforms with description by Professor Hood, Royal 
Commission on Canada's Economic Prospects, 
Financing of Economic Activity in Canada, page 

519. 
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noted that the flow of funds is influenced by 
the number of potentially profitable in- 
vestment opportunities at any time, ona 
geographical basis, in any region of the 
country. In other ROres, our main pilot °° hh 
is with the flow of funda +o finance the 
economic development of the Atlantic Pro- 


vinces. 


Section 2 
The Economy of the Atlantic Provinces 


3. Discussions of the lag in the economy of 
the Atlantic Provinces usually stress the 
lower per capita income, the relatively 
Slow rate of growth in the population and 
the labour force, the higher rate of 
unemployment , the greater incidence of 
Peenadk nts in employment patterns, and 
the more pronounced levels of underemploy- 
ment in the Atlantic Region than in the rest 
of Canada or in Canada as a whole. These 
conditions are, however, merely symptoms of 
a basic situation - the relatively slow 
rate of economic development. This, in 
turn, can be directly related to the re- 
latively slow rate of capital formation 
in the Region. A more dicaiied Mrexinant 
of these factors in the economy of the 


Atlantic Provinces is contained in Appendix A. 
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Section 3 
Investment and Economic Growth 


4, There are many factors which influence 
the course of economic development. Among 
these are natural resources, entrepreneur- 
ship, technological change, demographic 
patterns, institutional and cultural 
factors and government action. It will, 
however, be readily recognized that a 
"proper" level of capital accumulation is 
a prerequisite for economic growth. The 
"proper" level will be the level which 
will be required to provide full employment 
over time at increasing levels of output. 

5. The Report of the Commission on Money and 
Credit in the United States points out that 
"the rate of growth of potential output -— 
in the sense of the output forthcoming from 
the economy's use of its human and physical 
resources at a high level - depends on the 
rate of growth of the quantity and quality 
of our productive Docinunes & - labour, capital 
goods, natural resources, management and 
technology - and on the efficiency with 
Which they are used. And potential output 
cannot be realized unless the total demand 
for goods and services increases at a rate 
equal to the growth of potential output."* 

“The Report of the Commission on Money and Crpdit, 

Money and Credit, Their Influence on Jobs, Prices 


and Growth, Prentice-Hall Inc., Englewood Cliffs, 
1961. 
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6. In a free enterprise economy it is invest- 
ment by the private sector to which we look 
for both major manifestations of, and 
encouragement to, economic growth. Yet it 
is private investment which is the most 
volatile and the most sensitive to changes 
in demand. It is apparent that overall 
demand in the Canadian economy during the 
period 1949-57 influenced, and in turn was 
influenced by, ever increasing levels of 
private investment (business gross fixed 
capital formation) .~ During this period 
also public investment (government gross 
fixed capital formation) continued ‘to 
risee On a per capital basis private 
investment rose from $226 in 1949 to $306 
in 1957. Although the tendency is for 
public investment to be more stable, ona 
per capita basis public investment rose 
from $38 in 1949 to $59 in 1952 and $58 in 
1957 and in 1957. As a result total invest- 
ment per capita increased from $264 in 1949 
to $364 in 1957. The following table traces 
the trend in per capita investment in Canada 


through the period 1949-60. 


Sspecial Committee of the Senate on Manpower and 
Employment, Report, Ottawa, 1961. 
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Investment Per Capital, Canada, 1949-60 
In Dollars (Constant 1949) Per Capita 


Year Gross Fixed Capital Formation 
Business Government Total 
1949 226 38 264 
1950 est a 72 
1951 mp £66 48 284 
1952 248 59 307 
1953 264 ' 2982 and 316 
1954 243 48 29] 
1955 262 1) 54 303 
1956 304 58 362 
1957 306 58 364 
1958 278 56 334 
1959 262 58 320 
1960 241 58 299 


Source: Computed from D.B.S., National Accounts, 
Inc ome and Expenditure. 

7. Not only was total investment in the 
Maritime Provinces less than Gwe hie 
total investment in Canada on a per capita 
basis during this ao vy and in Newfound- 
land about one-half,> but public investment 
accounted for a much greater proportion 
of the total in the Atlantic Region. In 
Canada between 1949 and 1957 inclusive 
investment by institutions and government 
departments accounted for 19 per cent of 
total new investment, and in the two Mari- 
time Provinces of Nova Scotia and New 
Brunswick for 31 per cent ,° 

8. pieton the 1949-57 period in Canada come 


demand was sufficient to encourage a con- 


2See Appendix A. 


Sc omputed from Department of Trade and Commerce, 
Private and Public Investment in Canada, various 
issues. It is impossible to include Prince Edward 
Island and Newfoundland in this analysis because of 
the inclusion of investment in housing with insti- 
tutional and government department investment data 
for those provinces. 
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tinually increasing rate of investment, 

and in turn to be encouraged by it, so that 
the economy expanded rapidly and employment 
was high. At no time did the rate of 
unemployment rise above 4.3 per cent of the 
labour force (in 1954 and 1957) and in six 
years of the period it was below 3.2 per 
cent. ! 

a In the Atlantic Provinces investment was 
less than two-thirds that of Canada on a 
per capita basis, a rddlatively large portion 
of total investment was by institutions and 
government departments, and unemployment 
rates were high - never below 4.3 per cent. 
In fact the rate was 8 per cent or over 
in 1950 and 1957, and between 5.3 per cent 
and 6.6 per cent in 1953 through 1956.8 

10. In Canada during the period 1957-60 private 
investment declined in both aggregate 
and per capita terms. Although public in- 
vestments per capita remained firm, total 
per capita investment declined each year 
during the period. During this period also 
investment by institutions and government 
departments rose to 235 per cent of total 
new investment in Canada and remained 
approximately stead in Nova Scotia hd New 
Brunswick.? Under these influences of decreased 


"computed from D.B.C., The Labour Force. All rates 
are annual averages. 
Sipid. 


2c omputed from Private and Public Investment in 
Canada,op.cit. 
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overall demand and decreased investment 
unemp loyment rates rose to 5.6-6.3 per 
cent in Canada and 10.6-12.5 per cent in 
the Atlantic Provinces. | 

ll. Thus our interest in investment 8; twofold. 
First, the rate of investment in the 
Atlantic Provinces must be brought into 
a more favourable relationship with that 
of Canadian investment to promote a more 
rapid rate of regional economic growth. 
Secondly, we are interested in maintaining 
overall demand to encourage increasing levels 
of investment and continued growth in both 


Canada and the Atlantic Region. 


Section 4 
Encouraging Investment 


lc. The problem of the Atlantic Provinces is 
not unique. As a matter of fact, 
practically all industrial countries have 
within their borders areas which are. 
economically retarded. Generally polictes 
to assist these areas, and most nations 
have subscribed to the principle of a better 
balance among their constituent areas, are 
designed to encourage investment. 

13. The Royal Commission on Canada's Economic 
Prospects considered the role of improved 


public facilities to encourage the further 


an ba a. 
7 o> 


a A . f 
i , i tell | ‘ 7 ‘ l. j iz) Au ha is i MY 
| ol i cs 


hy j as jf aid a, - x ‘ : AAs i, vA ‘ Lice 
tnemdeovnt beaseroeb bas Snamed— istevo 
. i : eo = > * ke 
‘ee ares 


req €.3-3.8 od saot aotet tnamvyolqaieay 


> 


ni tneo Y9q 2/$1-0.0f° bas sin seuoiaaeiatel 
.eeontvotd oltnslta ort 

blo tows et tnomicovat at deovetmt ao exd?T .iL 
odd int Jnemteaoval to sdat ent _setha 

odat driauoitd ed geym egonivotd oftasita 
dads ao tw qidenoldsles eldstvaval stom 6 
STOM & sei A dite ot tdoomdsovat asitbensd to 
.ddworg ofmonooe Isnotget To east blast 
‘aciotednism at bsteetetnt ets ow .¢ibrio 008 
elevel antesetont sasivoone of brameb Il steve 
ddod mt ctwors besnttaos bas daemtsevat to 


noteaef otdrsidéA oerft bas sbhseasd 


& aottosa 


tnomtaoval antasico oad 


! 

i 

at eeontvord otdnalta ent Yo meldetq eT .S! 4 
wtost to tedtsm 6s eA .supian don P. 

even aeltdnuos CIstiteubat Iie ullsottosrd i 
ets dotdw asets atebiod ttedd middtw ss bh 
esfstloa vilstensD .bebrstet vilsolmonacs ES 7 


anoitsn deom bas .esers eeedt deteas od ts hh 
tedted s to el{qtonizq ad? ot bedinoadua ever 


ets .@se%s tnoevdttencos ztesAdt anoms sonsiad 
.tnomtasvnt sastuoons od bensteasb 
otmoriood e'shsnsd no noteatmmod Isvofi sdt .éf 
bevortqmt to slot eft bereblanos etosqaosS 
teddayt eit sastvoone ot aeldtftost otidugq | 


. 
he ‘ ° : ‘ « g 
i 
‘ d a Be Faw oe SS oe ee 
= , 


oo Hab a S08 J 4? Lo 
ao ee te eee 9 tee. ig ae ee ey 


 t 


s 

4 = 
—— “ 

» 


Nethercut &é Young 
Terente, Ontaric A17 fe) Mm 


development of the resources of the Atlantic 
Region. It suggested that a Capital Pro- 
jects:Commission for the Atlantic Provinces 
should be established. The purpose of the 
Commission would be to provide over a 
reasonably short period the facilities 
Which are needed for further development, 
and to co-ordinate all capital expenditures 
and subsidies in the Region for this pur- 
pose, other than projects which are 
national in scope. We urge the creation 

of a commission of this nature. 

14. In Western European nationsl government 
grants play an important role in encour- 
aging regional development. In the United 
Kingdom and in Belgium emphasis is placed 
on the preparation of industrial sites 
and the construction of plants to encourage 
industrial location. Government agencies in 
Great Britain and Northern Ireland have 
to ihbon standard specifications pricr 
to the location of tenants, as well as in 
terms of particular tenant specifications. 
In Britain also a grant is available to 
cover 85 per cent of the excess of the 
cost of putting up a new building or ex- 
tension over its market value. This was 
designed as an incentive to industrialists 


who prefer their own custom-built premises 
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1 to renting a factory on a Trading Estate. 
2 In other European countries, in Norway 
3 and in Italy for examply, substantial 
4 assistance is available to encourage the 
5 development of key or "corner stone" 
6 plants - plants capable of exerting 
7 considerable future direct and indirect 
8 impact on the area's economy. 
9 15. The object of these policies is capital 
10 formation in economically retarded areas. 
11 The emphasis is on industrial estate plans 
12 and on "corner stone" plants where such 
13 development will encourage, directly and 
14 indirectly, new demand, new investment 
15 and new employment in the area. We recommend 
16 the establishment by the Government of Canada 
17 of a fund from which grants would be avail- 
18 able to assist the development in the 
19 Atlantic Provinces of "corner stone'-plants, 
20 industrial estates or other establishments 
21 with considerable multiplier impact, the 
22 exact nature and organization of the fund 
23 to be determined by the federal and pro- 
24 vincial governments. 
25 
26 Section 5 
27 

Maintaining Overall Demand 

28 2] of employment ard reason 
29 16. Earlier in this submission we indicated 


30 that we did not intend to dwell upon the 
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1 purely national aspects of your Commission's 
2 sik tiets Our remarks in this section will 
3 be general and brief. 
& 17. The American Commission on Money and creaitl? 
5 noted that monetary, credit and fiscal 
6 policies can influence significantly the 
7 composition of demand and the aggregate 
8 level of demand.’ The Commission then stated 
9 that "the problem of the mix of policy 
10 measures is so to influence the level and 
11 composition of demand that the aggregate 
12 levels of public plus private demands will 
13 result in sustained high level output and 
14 employment and that the share of Seip 1te1 
15 formation in total output will generate 
16 an adequate rate of growth". 
17 18. Elaborating further on the policy mix the 
18 Commission noted that "at any given time 
19 there exists a basic tax structure, a 
20 pattern of government credit programs, a 
21 level of money supply, a structure of in- 
22 terest rates, and other monetary and credit 
23 conditions", all of which "affect the level 
24 and composition of demand in the economy", 
25 In other words, monetary, fiscal, debt 
26 management and credit policies must be 
27 co-ordinated to provide sustained growth, 
28 a high level of employment ard reasonable 
29 price stability. But as the Radcliffe 
30 10 


Report of Commission on Money and Credit,: op.cit. 
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Committeet1 pointed out, "there is no 
prescription which determines the eSpor- 
tion in which at any one period these 
measures should be combined", 

19. Monetary policy, as ordinarily interpreted, 
is designed to influence aggregate demand. 
But the American Commission on Money and 
Credit noted that an increasingly large 
proportion of business investment ition. 

tien dia reidbewstish internal funds and not , 
affected by interest rate and money supply 
policies. The Commission also pointed out 
that "changes of interest costs are often 
Sald to have a negligible influence on: 
business investment compared with the 
uncertainties regarding future sales, 
profits, costs, and capacity requirements" .1¢ 
In addition, monetary policy, by its in- 
fluence on aggregate demand, Raastiirbs 
some institutions and some people mene 
than others".1° Later the American 
Commission noted that "general monetary 
measures affect short-term interest rates 
more than long-term rates, housing expendi- 
tures more than business expenditures for 


plant and equipment and inventories, and 


1loommittee on the Working of the Monetary System, 
Report, London, 1959. 


1énne Report of the Commission on Money and Credit, 
op. cit. 


1 ommittee on the Working of the Monetary 
Sytem, op.cit. 
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expenditures for consumer durable gocds 
more than for non-durable goods".14 

2cO,. There are, of course, some fiscal devices, 
for example, changes in the personal income 
tax, Which are designed to influence 
aggregate demand. Other types of public 
policies are more selective in nature. 
Public policy can, and does for example, 
direct credit in favour of such sectors 
as residential housing, agriculture, 
transportation, small business and exports. 
Taxation policy may also contain elements 
of discrimination. For instance, it has in 
Canada been considered desirable to ates 
eriminate in favour of oil and gas explora- 
tion and of industries producing new pro- 
ducts in the country or in a labour surplus 
area. Public investment is also used to 
influence the direction and pace of 
economic development. 

cl. Monetary policy in the long rum should 
ensure that the rate of growth of the money 
supply keeps pace with the rate of growth 
of real output at high employment and 
reasonably stable prices. The tax structure 
should also be ahetehws to provide maximum 
levels of employment. At times special 


tax incentives may be necessary to stimulate 


14one Report of the Commission on Money and 
Credit, op.cit. 
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areas of economic activity on an industrial, 
national or regional basis. Certain types 
of government expenditure contribute 
directly to the pace of economic growth, 
others complement private investment, and 
still others stir advances in technology. 
22. In short, monetary policy is non-dis- 
criminatory in its effect while other 
policies are more selective. In recent 
years Canada has tended to place emphasis 
on monetary techniques to direct the Pearce 
of the economy. AS previously noted a 
restrictive monetary policy, in the words 
of the Radcliffe Committee, "disturbs some 
institutions and some people more than 
others", Professor Barber pointed out in 
the Canadian Journal of Economics and 
Political Science, February, 1962, that 
"as capital spending increased in the face 
of the Bank of Canada's restrictive 
monetary ateer prospective spenders 
were forced to resort increasingly to 
foreign sources of funds. The conversion 
of these funds into Canadian dollars 
exerted upward pressure on the exchange 
market and, as a result, the value of our 
dollar which had slipped back to about par 
in late 1955, climbed steadily throughout 
1956 and 1957 until it reached a peak of 


almost 6 per cent in August, 1957",29 


15, rber, Clarence L., Canada's Unemployment 


Problem, Canadian Journal of Economics and 
Political Sclence, February, 1962, 
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25. Insofar as a restrictive monetary policy 
contributes to an appreciation of the 
Canadian dollar, it has important conse- 
auernc ws for a region which is highly 
dependent on export markets. In the 
Atlantic Provinces, the forestry, mining 
and fisheries industries, which accounted 
for nearly 40 per cent of the Region's 
net value of commodity production in 1959,16 
are dependent on exports to a high degree. 
Also to the extent that a restrictive 
monetary policy contributes to discourage 
investment by provincial and municipal 
governments in infrastructures, it tends 
to deter economic development. This, of 
course, applies to all areas of the 
country. But in the Atlantic Provinces 
where the problem is one of encouraging 
development rather than of restraining 
excessive demand it assumes more serious 
dimensions. In addition, it is small 
business which is most affected by re- 
strictive monetary practices, and small 
businesses tend to be a feature of the 
economy of the Atlantic Provinces. 

24. In the Atlantic Provinces personal income 
per capita is about two-thirds of the 
Canadian level. In periods of credit re- 


straint when interest rates tend to be high, 


16tneludes primary forestry, fishing and mining, 
and fish processing, saw milling and pulp and 
paper. 
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a burden is placed on the buyer of new 
residential dwellings in the region which, 
in relation to hisincome, is out of Seen 
tion with the burden imposed in areas 
where personal income per capita is higher. 
This may mean that a potential buyer must 
abandon or defer his intention to purchase, 
or if he proceeds, his spending on other 
items will be correspondingly lower. This 
will apply also to the small businessman - 
he may be forced to forego necessary 
capital spending, or cut back elsewhere 
in his spending, in such periods. We have 
already noted that small busii.ess tends 
to be a feature of the regional economy. 
25, It is not our intention to offer any firm 
recommendations to your Commission as a 
result of these remarks. Earlier in our — 
submission we indicated that, because of 
the many valuable briefs which will be 
presented to you as to the national aspects 
of your problem, and because our immediate 
eoneern is primarily with the economic 
development of the Atlantic Pmwvinces, we 
would confine our discussion to matters 
of basically regional impact. Oyr first 
intkrest as Canadians is, of course, with 
the achievement and maintenance of a satis- 
factory growth rate in the national economy. 


We have, however, ventured into this field 
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primarily because, as we have shown, a 

drop in aggregate national demand has 
serious edadaucntel for the Atlantic Re- 
gion. We can only suggest that rather than 
considering monetary policy, fiscal policy, 


debt management policy and public investment 


policy Separately we must in future con- 


sider the 


roper combination of such 


policies at any particular time to ensure 
Fe a a ea ens slo oti arnt ditch 


a proper level of economic growth in Canada. 


Section 6 


The Financial System aid the Atlantic. Provinces 


26. We have already noted that we believe the 
first and most important requirement to 
promote a more rapid rate of growth in the 
Atlantic Provinces is a very substantial 
injection of new capital - and this over a 
relatively Short period of time. We have 
Suggested that this can be accomplished by 
the spending of federal funds to improve 
and extend the basic service requirements 
of economic development, and by the pro- 
vision of adequate federal funds to encourage 
and assist prbvatéateviestmakt Which would have 
a considerable direct and indirect effect 
on the Region's economy. We have also ad- 
vanced some remarks concerning the operation 


of the Canadian financial system and its 
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Dts 


effect on the Atlantic Provinces. In this 
section we shall discuss this matter in 
more detail. 

Policies which affect the flow of funds 
into investment include, as we previously 
suggested, not only the Bank of Canada 

and the chartered banks, but also a nowt 

of other public and private institutions. 
Those policies which are aimed at aggregate 
demand will tend to affect all areas of 
the country indiscriminately. For example, 
if aggregate demand is excessive a policy 
of restraint will be designed to relieve 
the pressure of the excessive demand 
generally, even though demand in the 
Atlantic Provinces is not sufficient to 
provide full employment. We would not 
suggest that the Atlantic Region could be 
completely sheltered from the effects of 
such restraint. The Region would be in- 
fluenced, for instance, through sales of 
regional firms in other parts of Canada , 
through interest rates which regional 
borrowers would have to pay, and through 
the credit rating of regional borrowers whose 
prospects are related to the tempo of business 
elsewhere. Nor do we suggest that relief 
from restraint would have any appreciable 
effect on long-term regional development. 


We do suggest, however, that there are 
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selective as well as general techniques in 
this field which can be employed to en- 
courage regional development. We referred 
generally to this in our discussion of the 
mix of policy in Section 5, and suggested 
in Section 4 two selective policies to assist 
the flow of funds into investment in the 
Region. We have also referred to taxation 
policy which gives preferred treatment to 
some industries and to labour surplus 
areas. 


1 suggested there 


c8. As Professor Cairncross 
is a reason for applying credit restrictions 
less rigorously in the Atlantic Provinces 
when such restrictions are necessary to 
influence aggregate demand in the country 
as a whole. With regard to bank credit, 
Professor Cairncross suggested that the 
commercial banks could be encouraged to 
exempt selected provinces or other ad- 
ministrative areas from the full force of 
credit restrictions. It would be difficult 
to devise legislation for this purpose, and 
in fact legislation might be an inefficient 
way of accomplishing it. Rather, if such a 
policy had "the full backing of the Federal 
Government, and was recognized to tnvolve 

1’cairncross, A.K., Economic Development and the 


Atlantic Provinces, Atlantic Provinces Research 
Board, Fredericton, 1961. 
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co-operation between government, central 
bank and commercial banks", Professor 
Cairncross suggested that the commercial 
banks would likely agree to a measure of 
this nature. All this would mean would 
be that the banks would "refrain from taking 
action (in the Region) dictated to them over 
the rest of their operations by concern for 
their liquidity”. They would still continue 
to reject unfavourable loan applications, 
their interest rates would not necessarily 
eke unchanged, and their lending in the 
Region might decline or rise no faster 
than in other areas. We suggest that the 
Federal Government, the Bank of Canada and 
the commercial banks examine this possi- 
bility with a view to continuing a flow of 
bank credit into investment in the Atlantic 
Provinces which might otherwise be cut off 
at _a time of restrictions to influence 
aggregate demand in the country as a whole. 
c9, Professor Cairncross also referred to the 
policy of the Central Mortgage and Housing 
Corporation. Residential construction 
actively has considerable possibility of 
counter-cyclical impact, and has been used 
for this purpose in Canada. It would, of 
course, be of no practical value to exempt 
the Atlantic Provinces from the full re- 


striction of credit for residential housing 
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unless a demand for such credit exists. 
| We suggest that the Fedem 1 Government and 
the Central Mortgage and Housing Corporation 
should consider making more funds available 
for residential construction in the Atlantic 
Provinces than would otherwise be the case 
30. 


during periods of credit restraint. We 


further suggest that this policy apply also 


to the activities of the Industrial Develop- 


ment Bank. 

There are, however, more direct means of 
protecting the Atlantic Provinces against 
the full impact of credit restraint. 
Professor Cairncross suggested that "the 
most direct method is through increased 
disbursements by the Federal Government 
either in public works or through higher 
grants-in-aid". He went on to note that 
"this does not mean that every time credit 
is restricted the Federal Government should 
embark on some grandiose project hitherto 
pigeon-holed and of doubtful long-term value 
to the area. It ought rather to imply 

some speeding-up of work already in hand 
throughout the area, at a rate that may 

do little more than reflect the slowing- 
down of private investment". Then in 
summary Professor Cairncross stated, "What 
this comes to is that it is easiest to off- 


set the consequences of a general restriction 
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of credit by stepping up local expenditure 

in the areas where there is still plenty 


of slack". We suggest that a policy of 


speed-up in federal public works expendi- 


tures is appropriate in the Atlantic 
Provinces during periods of general credit 


restriction. 
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Appendix A 
The Economy of the Atlantic Provinces 


1. Per Capita Income ™ 

Per capita income levels in the 
Atlantic Provinces are considerably below 
those in Canada as a whole, During the period 
since 1940 personal income per capita in the 
three Maritime Provinces has been approximately 
70 per cent of personal income per capita in 
Canada as a whole. In Newfoundland, personal 
income —_ capita has ranged between. 50 per 
cent and 60 per cent of per capita income in 
the nation as a whole, There is no evitideroe 
of any long-term improvement in these relative 
positions. 

Table 1 

Personal Income Per Capita, Maritime Provinces. 


and Newfoundland, as Per Cent Personal Income 
Per Capita, Canada, 1940-160. 


Year Maritime Provinces Newfoundland 
1940 70.1% | % 
1941 69.0 

1942 67.4 

1943 Toler 

1944 NALA 

1945 Soe. «= 75.4 

1946 All 

1947 16 A" 

1948 BetaL 

1949 70°, 6 00). 2 
1950 POMS S15 5 
1951 66.5 50.3 
1952 66.9 48.7 
1953 66.9 Ose 
1954 WO 42 5a 2 
L935 68.9 53.4 
1956 fie 6948.5 53.8 
1957 “gts 68.9 56,1 
1958 | 69.4 56.5 
1959 70.0 ELEN 
1960 7426 95,6 
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Sources D.B.S., National Accounts, Income and 


Expenditure, various issues. 
2. Population 

The population of Canada rose by 55 
per cent between 1940 and 1961. During this 
Same period the population of the Maritime 
Provinces increased by 29 Sbr cent, while New- 
foundland's rate of population increase 
approximately parallelled that in pawada asa 
whole. 

There are two factors accounting 
for the more rapid rise in the population of 
Canada than in the population of the Maritime 
Provinces. In the first place the Maritime 
Provinces have attracted only an insignificant 
Fideowt tdi of the immigrants who have come to 
Canada since the end of World War II. Secondly, 
a large proportion of the native born move out 
of the Maritimes to other parts of Canada and 
to the United States. Mrs. Levitt estimates that 
during the decade 1941-51 net migration from 
Prince Edward Island amounted to 78 per cent 
of the natural increase in population, from 
Nova Scotia 38 per cent, and from New Brunswick 
42 per cent. During the period 1951-56 she 
estimates 90 per cent for Prince Edward Island, 
16 per cent for Nova Scotia and 35 per cent for 
New Brunswick. At the same time, it is among 
the young adult age group that the highest rate 
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of out-migration occurs. The situation in 
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1 Newfoundland is largely due to a high birth 

2 rate, the extension of health services with a 

3 resultant drop in the death rate, and very 

4 little net out-migration. During the 1951-56 

5 period for example, Mrs. Levitt estimates no net 


6 out-migration from the Province.“ 


26 | 


27 lnevitt, Kari, Population Movements in the 
Atlantic Provinces, a study commissioned by 
the Atlantic Provinces Research Board and 
prepared by the Atlantic Provinces Economic 


29 Council, Fredericton, 1960. 
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Table 2 
Population, Canada and Atlantic Provinces, 
1940-61 
In_1000 


Year Canada* Maritime Provinces Newfoundland 


1940 11,682 1,116 301 
1941 11,810 1,150 303 
1942 11,962 1,145 308 
1943 12,108 1,160 313 
1944 12,262 1,163 316 
1945 12,394 1,178 322 
1946 12,622 1,180 330 
1947 12,888 1,197 337 
1948 13,167 1,216 B44 
1949 13,447 1,232 345 
1950 13,712 1,246 351 
1952 . 1453007 1,257 361 
1952 14,459 1,279 374 
1953 14,845 1,297 383 
1954 15,287 1,314 395 
1955 15,698 1,330 4O6 
1956 16,081 1,349 415 
1957 16,589 1,366 426 
1958 17,048 1,387 438 
1959 17,42 1,408 Aug 
1960 17,814 1,426 459 
1961 18,085 1, 443 468 
% Inc. 

1940-61 54,8 29.3 55.5 


*Ineludes Newfoundland both before and after 
Confederation. | 


Source: D.B.S., Canadian Statistical Review, 
various issues. 
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3. Labour Force, Employed, Unemployed 


Table 3 


Labour Force, Employed, Unemployed, Atlantic 
Provinces, 1953-61 


Annual Averages 


Year Labour Force Employed Unemployed 
In "000 Index:“In '000° Index “In '000 Index 


a eee ooo rr er a 


1953 S05 100.0 478 100.0 Gan 100.0 
1954 301 apes 2 468 oD fea ae Deter 
1955 old LOL .2 478 100.0 53 WL aoe 
1956 ocl 103.2 490 wOZ TS Sl 114.8 
LIST 541 OR Rey 496 103.8 AS LG Gra, 
1958 S44 107% % 476 DING 68 eo 29 
1359 953 VAG ke ies: 493 2S. 1 60 COG es 
1960 567 1128 SO LOG, 1 60 ral 
1961 992 tite 5c6 P10. 0 66 244.4 


Source: D.B.S., The Labour Force, various issues. 


Because of a slower rate of population 
growth and of a somewhat lower labour force 
participation rate, it is to be expected that 
the size of the labour force would grow less 
rapidly in the Atlantic Provinces than in the 
country as a whole. Also the numbers employed 
in the Atlantic Region have gfown less rapidly 
than the size of the labour force. During the 
period 1953-61 the labour force grew by 17 per 
cent and the numbers employed by 10 per cent. 

In 1961 of an addition to the labour force of 
25,0000, the equivalent of 76 per cent foana 
jobs and 6,000 joined the ranks of the unemployed. 

The rate of unemployment in the 

Atlantic Provinces has consistently been above 


that prevailing in other regions. 
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Table 4 


Rate of Unemployment*, Canada by Regions, 1953-61 


Year Atlantic Quebec Ontario Prairie British 
Prowinces | Provinces Columbia 


1953 9.5 3+8 B. J, 1 78 5.8 
1954 6.6 5.9 3.8 2.5 5.2 
1955 6.5 6 a2 Dae 5.1 3.5 
1956 6.0 5.0 2.4 @ a 2.8 
1957 8 3 6.0 3.4 Bat 5.0 
1958 12.5 8.8 5.4 Al 8.5 
1959 10.8 wad ALS be) 6.4 
1960 10.6 oye 5.4 AZ S.7 
1961 ¥i.2 960 9.9 A .6 8.5 


* Numbers unemployed expressed as per cent of the 


labour force, annual averages. 
Source: D.B.C., The Labour Force, various issues. 


4. Seasonal Unemployment and Oe ce pre 

An annual average unemployment rate re- 
flects, of course, seasonality in employment 
patterns. Seasonal unemployment is a problem in 
Canad , but a greater problem in the Atlantic 
Provinces. We estimate that in the Maritime 
Provinces during the 1955-59 period for non- 
agricultural employment, the seasonal low was 
92.4 per cent of the average for the period, aaa : 
the seasonal high was 105.8 of the average. The 
spread between the high and the low was thus 13.4 
percentage Batoune In Sowceunabana it was 24.2 
and in the rest of Canada (Canada excluding 


the Atlantic Provinces) it was 7.4.° 


“sparks, A.C., The Economy of the Atlantic Provinces, 


1940-58, Atlantic Provinces Research Board and 


Atlantic Provinces Economie Couneil, Fredericton, 
1960. 
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For the period 1950-55 Dr. Howland 
estimates the amplitude of seasonal unemployment 
for the Atlantic Provinces to be 8.6 percentage 
points and for Ontario 4.9 percentage points. 

He also suggests that in the Atlantic Region 

in 1951 some 30,000 man-years of labour were lost 
through differences in employment conditions re- 
lating to time worked. 

[t\is difficult to offer a precise 
measure of underemployment. With regard to 
the Atlantic Region the Royal Commissicn on 
Canada's Economic Prospects noted:° 

ioe one of tne most striking features 
of the economy of the Atlantic ee 
is the disproportionately large number 
of people engaged in marginal activities, 
subsistence farming, fishing and logging, 
or some combination of these. Such 
occupations are the source of the low 
incomes which sericusly affect average 
earnings in the region. This prevalence 
of subsistence occupations in the 
Atlantic Provinces is in part a symptom 
of more basic problems. Elsewhere in Canada 
these occupations are often associated 


with the fringe of the more highly developed 


ty owland, R.D., Some Regional Aspects of Canada's 
Economic Development, Royal Commission on Canada's 
Economic Prospects, Ottawa, 1957. 


UR.ove ® ;Copmsseion on Canada's Economic Prospects, 


Final Report, Ottawa, 1957. 
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"and expending areas. But in the Atlantic 
Provinces the phenomenon is more closely 
related to a lag in economic growth and 
directs attention to one of the main 
reasons for this lag in economic 
activity, namely, the relatively slow 
rate of new capital investment in the 
Atlantic Provinces." 
So. Commodity Output 
Table 3 


Net Value of Commodity Production, Canada 
and Atlantic Provinces, 1940-59 


In § '000 
Year Canada Maritime Provinces Newfoundland* 
1986 = 3, (60, 225 224,395 
1941 4,572,505 249,381 
1942 6,046,079 307, 527 
1943 6,390,459 3505122 
1944 6,981,043 378,851 
1945 6,307,666 361,680 
1946 6,762,258 389, 647 
1947... 8,011,144 428,198 
1948 9,427,809 494,904 
1949 9,734,887 507,001 
1950 10,928,879 537,572 
bOSle « 134069.,4a7 610,335 146,850 
1952 14,064,045 628, 893 153, 332 
POSS. ity 712,675 629,143 149,195 
1954 14,165,720 637,791 166,436 
1955 15,849,948 676,440 190,913 
1956 17,782,038 745,079 Blew Sie 
1957 ..17,919,7.433 734,556 192,812 
1958 18,073,718 742,006 190,229 
1959 18,827,759 773, B46 210,402 
% Inc. 
1940-59 404.7 244.9 
% Inc. 
1951-59 43.0 26.8 43.3 


These figures reflect price changes. 
*Newfoundland data exclude agriculture. 


source: D.B.S., Survey of Production, 1959. 
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In the table above, because of the 
differences in the industrial composition between 
the Atlantic Provinces and Canada, and indeed the 
composition of products within each sector, it 
was considered unwise to attempt to use any of 
the available price indexes, or combination of 
them, to determine net value in real terms. The 
results, therefore, reflect price changes as well 
as’trends in commodity production. They are, 
however, sufficient to show that Commredity out- 
put has risentat a Substantially higher rate 
in the nation as a4 Rhble ‘than it has in. the 
Atlantic Provinces, 

6. Investment 

We have already referred to an observa- 
tion of the Royal Commission on Canada's Economic 
Prospects regarding investment in the At leit tc y 
Region. The Commission stated that "the re- 
latively slow rate of new sapetad investment in 


the Atlantic Provinces" is a main reason for the 


Slow rate of economic growth. This in turn is 4% 


responsible for the high levels of underemploy- 
ment and the income differential. 
Since 1949 new capital’ investment per 


capita in the Maritime Provinces has generally _ 


been below two-thirds of that in Canada as a‘ 


Whole - in only four years during this périod was: 
it slightly above two-thirds, and on six occasions — 


was less than 55 per cent of the Canadian figure. 


In Newfoundland new investment per capita has been 
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Slightly under or slightly over one-half that 
in Canada. The only exceptions were in Loo C, 
1960 and 1961. For the latter two years the 
data are still preliminary. 

With a lag in investment of this mag- 
nitude a lag in development is to be expected, 
Increased levels of capital accumulation hola 
the key to accelerated economic growth in the 
Atlantic Provinces. 

Table 6 


New Investment Per Capita: in Buildings and 
Machinery, Canada and Atlantic Provinces, 


1949-61 
Year Canada Maritime Provinces Newfoundlan 
Per Capita Per Capita @ of Per Capita 
inv. Inv. Canada nV: 

1949 $260 $185 el ge S277 9 
1950 278 dic ae 68.7 130 so 
1951 Sau 195 59.6 161 te 
L95e 365 199 54.5 Zo0 .0 
1955 593 2is 55.5 209 wie 
1954 368 225 60.6 184 0 
L9S5 4O5 265 65.4 219. mi 
1956 499 ool 56.5 228 aa 
L867 526 270k; S13 236 1.9 
1958 Agy 281 56.9 es7 .0 
1959 483 551 68.5 256 .O 
1960* 460 Kha Oi 67.6 yA a 
1961* 461 295 64.0 oY sto 


* Preliminary Actual. 
**¥Intentions. 


Source: Department of Trade and Commerce, Private 


and Public Investment in Ganada, various 


issues, 
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